








d 

L 14 

ana BUSINESS SES LSS 

85 CENTS 

1, 
b 
; Se: THE KEYS «© .. 
/ a —That Will Unlock The Answers 
) | = =—to 1956 BUSINESS OUTLOO 4) 
| ” BY THOMAS |. GODEY _ 
“4 * : 
l APPRAISING PROSPECTS 
: FOR 100 ACTIVE STOCKS | 
7 PART Il By WARD GATES. ig 
| > hs : ig 
EXPANDING SOURCES OF PROFIT | 


IN NEW AND RARE. METALS 
By STANLEY DEVLIN. f 
. f bon he 
DIVIDEND PROSPECTS FOR : 


34 NON-DIVIDEND PAYERS 
By OUR STAFF a 





A mathematician might work months 
on problems evaluating atomic struc- 
ture ofa material. A trained technician 
handling CRC102A can do the same 
job in hours. 


Thousands of statistical reports on oil pros- 
pecting, refining, and production pour into 
Gulf Oil Corporation’s research labora- 
tory each day. These data have to be 
checked, categorized, counted, and com- 
puted—jobs requiring hundreds of extra 
man hours, 


This is where “‘Mental Mike” comes in. 
Labeled CRC102A, this electronic ma- 
chine located in Harmarville, Pa. is cap- 
able of solving mathematical problems 
100 times faster than a man with an elec- 
tric desk-size computer, 

With timesaving, moneysaving exact- 
ness, “‘Mike” electrically digests hundreds 
of complex problems fed to “him” by 
a number of laboratory technicians, 


and in minutes records the solutions. 


This marvelous machine does problems 
faster than any scientist, allows highly 
trained specialists to spend more time at 
their work, and solves problems previously 
too costly in man hours. 

This new digital computer is just an- 
other example of how Gulf, and the entire 
oil industry, is pioneering modern busi- 
ness methods to give the public better 
products at lower costs. 


GULF OIL CORPORATION + GULF REFINING COMPANY + GENERAL OFFICES, PITTSBURGH, PA. 
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QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending December 
31, 1988: 


Class of Dividend 
Stock Per Sharg 


408%, Cumslative Preferred . . . $1.02 
4.18% Cumulative Preferred... 1.045 
430% Cumulative Preferred... 1075 
$140 Dividend Preference.... 35 


All dividends are payable on o: 
before December 20, 1955 to 
stockholders of record Novem- 
ber 28, 1955. 


F. MILTON LUDLOW 
Secretary 
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) Common and 
/ Preferred Stock Dividends 
‘| s- The Boardof Directors of Safe 
4 way Stores, Incorporated, on 
Nov. 8,1955, declared the fol- 
lowing quarterly dividends: 
60¢ per share on the 
$5.00 par value Com- 
mon Stock. 
$1.00 per share on the 
4% Preferred Stock. 
$1.0714 per share on 
the 4.30% Convert- 
ible Preferred Stock. 
t TheCommonStock dividend is 
payable Dec. 15,1955 to Stock- 
holders of record at the close 
of business Dec. 1, 1955. Div- 
idends on the 4% Preferred 


Stock and 4.30% Convertible 
by Preferred Stock are payable 
i Jan.1,1956¢to Stockholders of 
record at the close of business 
Dec. 1, 1955. 

ae DRUMMOND WILDE, Sec. 
g ' November 8,1955 
Z 
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The Trend of Events 


PRESIDENT EISENHOWER’S RETURN ... The nation is 
thankful that President Eisenhower has sufficiently 
recovered from his illness to be able to return to his 
farm at Gettysburg, where, it is hoped, his health 
will be fully restored. 

The nation is thankful and gives expression as 
a purely human reaction and as a moving token of 
its great affection for a universally admired Presi- 
dent. It is thankful on practical grounds as well, for 
it is naturally heartened to know that the President 
will be on hand once more, to assume direction as 
we move towards the vexing national problems that 
are now about us. 

The problems abound—the impasse at Geneva de- 
mands a reappraisal of foreign pdlicy; the crisis in 
the Middle East must be dealt with. Within a few 
weeks the Administration’s legislative program 
must be presented to Congress. And, finally, a de- 
cision will have to be made by the President on the 
great problem of whether he should stand for elec- 
tion to a second term. 

Of all these, probably the last is uppermost in the 
minds of most citizens, and in the mind and heart 
of the President himself. The fairest thing, it seems 
to us, and in the long run the best for the nation, is 
to leave President Eisen- 


also goes for some Republican politicians who, in 
their zeal to induce the President to run again, before 
he has completed his recovery, apparently are losing 
sight of every consideration but their own selfish 
interests. 

HIGHER BORROWING RATES AHEAD ... The Federal! 
Reserve System, apparently, has come to the con- 
clusion that its previous attempts to halt inflationary 
pressures were inadequate and is in hopes that its 
current raise in the discount rate—the fourth this 
year—will prove more effective. Except in the stock 
market, where higher margins have played a part 
in slowing down speculation, and, to some extent, 
in mortgage credit, the System’s past moves to re- 
strict credit thus far have had little success. Demand 
for commercial loans and consumer credit has con- 
tinued unabated, an ominous development in view 
of the tendency of prices to break away from the 
stable level of the past two years. 

The latest raise in the rediscount rate, however, 
will automatically lift interest rates to business bor- 
rowers and hence should have the effect of tighten- 
ing terms for credit generally. Whether this in it- 
self can slow down the swelling demand for credit 
is another matter. However, the System has even 

more effective means at its 





how alone to make his own 
decision. We know him well 
enough to be certain that he 
will take all the necessary 
factors into consideration 
and that his decision will be 
based on a sober and careful 
appraisal of these factors. 
When his decision comes, 
whatever it may be, the na- 
tion should abide by it. That 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 


“What’s Ahead for Business?” 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


disposal to accomplish its 
avowedly anti-inflationary 
objectives. If the inflationary 
trend should persist, despite 
current restrictive action, 
these means’ undoubtedly 
will be used, for it is realized 
by the highest monetary au- 
thorities of the government 
that inflation must be halted, 
even at the cost of slowing 


This 
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down the business boom. 


THE $1 MINIMUM WAGE .. . The approaching $1 
minimum hourly wage which becomes law March 1 
will undoubtedly raise costs in industries and re- 
gions in which wages have been below this level. 
This applies particularly to the South where mini- 
mum hourly wages in manufacturing and other busi- 
ness establishments have been inferior to the na- 
tional average. It also applies to miscellaneous busi- 
ness (variety stores are a good example) where low 
national minimums are about to be superseded by 
the $1 hourly rate 

There are several elements to consider in this new 
situation. One is that the raising of the national 
minimum hourly wage rate will swell wages of 
several million small wage earners and, thereby, 
raise the total national income. On the other hand, 
by raising labor costs, it places a premium on stra- 
tegically placed companies with effective manage- 
ment, but adversely affects companies without these 
important assets. Furthermore, it will tend to reduce 
advantages of regions in which industries have 
heretofore benefited from the lower wage differential 
operating in their favor. 

In the meantime, part of the present high level 
of production can be attributed to the desire on the 
part of manufacturers and others to take advantage 
of the remaining period before the new $1 minimum 
wage law becomes effective. This factor is also re- 
sponsible in some degree for the upbuilding of in- 
ventories which still can be acquired, in certain 
categories, at a lower cost than seems likely after 
March 1. 

The general public apparently has not given much 
attention to the new set of conditions which will 
come into being with the new wage law. This does 
not make it any the less important. Economic conse- 
quences flowing from this development will be sub- 
stantial in some localities and in some industries. 


TAXES AND THE COLD WAR... The failure of the 
second Geneva Conference has led to gome specula- 
tion that if this means the end of the “spirit of 
Geneva” and, consequently, the reinstatement of the 
cold war, the public’s hopes for a tax cut next year 
will not be fulfilled. Apparently, this “forecast” is 
based on the premise that military expenditures will 
have to be increased as a result of the diplomatic 
stalemate and that such an increase in the budget 
would necessarily preclude a reduction in federal 
taxes. 

While it is true that a closer look will be given to 
budgetary requirements, the fact of the matter is 
that the Pentagon has not let down its guard and 
has not the slightest intention of so doing as long as 
Russia is in a position to menace us militarily. 
Actually the Defense Department is procuring equip- 
ment and supplies at top speed at this very moment 
and it could not handle an accelerated build-up pro- 
gram on sudden notice, even if it were so inclined. 
Hence, an increase in total military expenditures is 
not to be regarded as likely, under the actual condi- 
tions which prevail. For this reason, it cannot be 
argued that prospects for a tax cut have been affected 
adversely by the Geneva failure. 

Whether we will or will not have a tax cut will 


depend rather on the size of the estimated increase 
in Federal receipts for the balance of the fiscal year. 
On the basis of the sharp increase thus far this year, 
as a result of the record-breaking business volume, 
prospects for a tax cut seem to be improving, despite 
what happened at Geneva. 


GOVERNMENT CONTROLS CHANGE IN ARGENTINA 
AND BRAZIL .. . While economic and political con- 
ditions in the two most powerful Latin American 
countries—Argentina and Brazil—vary widely, both 
have recently shared in sharp governmental crises 
Fortunately, intervention by the military in both 
countries was not for a sinister purpose, but to en- 
able the states to move forward in their slow evolu- 
tion toward democracy. 

It is a rather interesting commentary on the 
unique position which the military hold in these na- 
tions that in both countries the generals and admi- 
rals, contrary to their tradition, after bitter past ex- 
perience with dictatorship, have now shown them- 
selves to be the resolute opponents of autocracy and 
the champions of a new order of democracy, albeit, 
cast in the Latin rather than the Anglo-Saxon mold. 
It is fortunate that the new governments are equally 
friendly to the United States and that we can now 
hope that as soon as they become firmly established 
their support in our international struggle with com- 
munism will be much more readily forthcoming than 
was possible in recent years. 


TAKING THE SOUR WITH THE SWEET... Although 
the great bulk of this year’s corporate earnings re- 
ports make pleasant reading for the investors who 
hold the stocks of the more fortunate companies, 
stockholders in not a few have less reason for cheer. 
It only goes to show that even in the best of times, 
some business concerns—and often through no fault 
of their own—have tough sledding. 

What should be the stockholder’s attitude when he 
finds himself the holder of securities in such a com- 
pany at such a time? It seems to us that he should 
recognize that in a highly competitive economy such 
as ours, even in periods of great general prosperity, 
there can be no immunity to the corrosive influence 
of competition when the concern involved is unable 
to meet the pressure without sustaining loss. The in- 
vestor, then, as in the case of the businessman, 
should accept this fact as part of the business proc- 
ess in which loss as well as profit must be expected. 
Such an attitude could stand the investor in good 
stead as a stabilizing element in his expectations, 
which should always be based on realities and not 
on mere hope or desire. 


THE PUBLIC AS A STOCKHOLDER IN FORD MOTOR 
COMPANY .. . Within a few weeks, for the first time 
in Ford history, the public will be given an oppor- 
tunity to become a shareholder in this vast enter- 
prise. In acknowledgment of the importance of this 
remarkable development, The Magazine of Wall 
Street has made plans to publish a special article on 
the subject, to appear in an early issue. Readers are 
already familiar with the background of the Ford 
stock project through the article “Will Ford Motor 
Offer Shares to The Public?’, which appeared in the 
August 7, 1954 issue. —END 
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As J See Jt! 


By CHARLES BENEDICT 


MOLOTOV — AND THE SHADES OF STALIN 


JY f there was ever any doubt before, the 
Geneva conference has definitely shown Molotov to 
be the power in Moscow—while the “gay blades”, 
Khrushchev and Bulganin are merely the “entracte”’ 
filling in for the chief actor in the big show. 

While Mr. Molotov 
was in Washington 
busily checking up 
personally on U. S. 
Government strength 
and weakness — his 
two helpers were 
being homey in their 
Dacha near Moscow, 
picking flowers for 
aged British spin- 
sters, and taking 
Western diplomats 
for a “ride’”—on the 
lake—and_ generally 
dispensing hopped-up 
Vodka and Caviar. 

What children they 
think the Western 
diplomats are to be 
put to sleep so easily 
—while Russia with 
tongue in cheek pur- 
sues her aims behind 
their backs, and even 
in front of their 
faces! 

If we are to judge 
by the decline in 
American prestige 
around the world — 
especially in the East, 
which has a greater 
appreciation of 
strength and power 
than almost any other 
people—we can begin 
to count the days 
when we will be say- 
ing farewell to our 
assets in that part 
of the world. 

We cannot appease Russia this time, without 
bringing disintegration of our position around the 
world. If for the first time British, French and U. S. 
interests have found a common ground, that is only 
one side of the matter. The question is, what 
promises Russia will make to our two allies regard- 
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ing their Middle Eastern interests if they agree to 
break away from us (promises Russia will scrap 
when it suits her purpose). Perhaps work in this 
direction may have been carried on in Moscow dur- 
ing Molotov’s absence in Geneva—for his behavior 
on his return gave 
every indication that 
he knew he _ had 
nothing to fear. May- 
be that is what he 
meant when he told 
reporters in Moscow 
that he was “carrying 
very good baggage 
back to the con- 
ference”. He did not 
say who it was good 
for — so for a few 
days the delegates 
could dream — and 
Mr. Molotov could 
chuckle sardonically 
as he thought about 
it and have fun. 

It seems very clear 
that we have lost 
every engagement 
fought with the Rus- 
sians. In every battle 
we collaborated fully 
with our Allies—and 
dissipated our 
strength — while 
agreeing to matters 
that were frequently 
against our interests 
— so fearful were 
we of losing our 
“friends” —of stand- 
ing alone — of being 
called “‘isolationists’’. 
Yet, those who con- 
sider isolationism a 
danger seem never 
to have realized how 
isolated we actually 
are already. In fact, again and again leaders around 
the world have wondered how long it would be be- 
fore we wake up to the truth—as wake up we must! 

The conference at Geneva has been a dreadful 
set-back for the United States. Molotov’s cleverness 
in disorganizing his opponents by practically in- 
stigating war in the (Please turn to page 288) 


Dowling, in the N. Y. Herald Trib. 
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Realistic Appraisal 


of Market Activity 


Market recovery has halted at least for the time being, leaving most stocks well under their 
prior highs and lagging behind the Dow industrials. Business boom tendencies have now invited 
another Federal anti-inflation credit-squeeze move. Our policy is unchanged. Emphasize quality 
and prudent stock evaluations in porfolio management. Hold adequate reserves. 


By A. T. 


Tre upswing in the stock market from the 
October lows was strongly extended during much of 
the last fortnight, with volume tending to expand 
somewhat on strength, but faltered toward the end 
of last week after the Dow industrial average had 
returned to within a small fraction of its September 
23 bull-market high, thus making up virtually all 
of the sharp sell-off which was precipitated by the 
shock news of President Eisenhower’s heart impair- 
ment. Before easing moderately, with share turn- 
over contracting, in the final two trading sessions 
last week, the average had risen to a level of 
487.28. Its September high was 487.45. 

The recovery high to date of the rail average 
was attained in the session of Monday, November 


MILLER 


14, at 161.81, comparing with its September 16 
bull-market high of 164.29, thus footing up to 
retrenchment of about 87% of its September- 
October deadline. The Dow utility average, which 
is not representative of a sufficiently broad cross 
section of electric utilities, made its bull-market 
high to date as far back as last July at 66.68, and a 
slightly lower September high at 66.50. Over 72% 
of the fall from the latter to the October 11 low 
point had been made up at last week’s best level, 
attained near the end of the week while industrials 
and rails were under profit taking. 


Test Still Indecisive 


Since all three averages, as well as 
our broader weekly indexes, have yet 





MEASURING MARKET SUPPORT 


THE MARKET IS A TUG-OF-WAR 
THE MAGAZINE OF WALL 


CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS” 


to better their September highs, the 
upside test remains inconclusive at this 


poole writing. However, the possibility of 
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‘90k Llane al 190 of the October-November rebound. 
Mere technical recoveries in a true 


down-trend market seldom reach the 
proportions heretofore cited in the 
present instance. 

At the same time, our previous 
assumption that the October lows prob- 
ably represented a completed adjust- 
ment to the political implications of the 
President’s altered situation has neces- 
sarily been strengthened, leaving the 
market predominantly influenced by 
such more normal considerations as 
190 prospects for business activity, earn- 
ings, dividends, money rates, etc. If 
180 this view is correct, it is difficult to 
envision anything worse than a selec- 
tive training-range market over the 
medium term, so long as there is no 
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sign of significant general 
weakening of the business 
boom, nor development of | az> 
any fresh foreign crisis 
sufficiently serious to in- | 35<|- 
ject a war threat. 

The President is un- 
der some pressure to 
seek reelection. Probably 
most investors would be 
far more surprised by a 
consent than by a deci- | 475 
sion to retire after 1956. | 465 
Hence, should an an- | ass 
nouncement of the latter | ,,. 
intention be made within | ,,. 
the next few months, it | i; 
would not of itself figure 
to be significantly un- | '# 
settling. The market can- 155 
not be expected to dis- 
count the same thing | 150 
twice. Moreover, the view 
that the next President, 
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extras exceeding 1954’s, 
and stock dividends. This 
will continue into ear- 
ly December. Continuing 
stock splits have also figured heavily in the picture. 
News and hopes of splits naturally center in higher- 
priced issues, mostly industrials. Moreover, while 
not exclusively so, good dividend news has to a 
considerable extent focused on higher-priced and/or 
prominent issues. As a result, special strength in a 
minority of Big-Name stocks, especially General 
Motors and Standard Oil (New Jersey), was prin- 
cipally responsible for lifting the Dow industrial 
average back almost to its September high. Most 
individual stocks, especially secondary issues, have 
merely had partial recoveries ranging from small 
to sizeable. The bulk of the good dividend news is 
now behind and this stimulus will be sharply re- 
duced in early 1956 months. 

There has been tremendous advance interest in 
the Ford stock offering, with the result of indirectly 
stimulating interest in General Motors and Chrys- 
ler. The Ford stock is expected to be priced around 
10 times earnings; and the dividend yield probably 
will not be more than “fair”. If the Ford stock is 
cheap at 10 times earnings, Chrysler may be cheaper 
around 8 times earnings, both companies having 
had their competitive ups and downs, and both now 
having able, alert management. General Motors 
does not have competitive ups and downs of any 
importance, and has long had unsurpassed manage- 
ment. The comparison makes this stock look better 
at about 11.7 times earnings. Hence the interest in 
GM and Chrysler indirectly stirred by the Ford 
offering. Actually, with the 1956 auto autlook some- 
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what dubious, and both stocks at high levels, neither 
Chrysler nor GM is cheap. 

To the extent that the Dow industrial average 
can tell the story — we have to have a measuring 
rod of this kind, conclusive or not — “representa- 
tive” industrials are now priced around 13.8 times 
estimated 1955 earnings. This is neither low, nor 
extremely high, by past standards. The yield on 
dividends paid in 12 month through September 30 
is about 4%, that on likely 1955 payments closer to 
4.4%. By this criterion, the level of the average is 
also far from low, yet not extremely high. 

Opinion in the steel trade is that operations of 
this key industry will hold at virtually a capacity 
rate at least through the first half, if not most of 
1956, regardless of expected moderate slackening 
in auto output. Construction estimates at the mo- 
ment would indicate another record-breaking year 
but this probably will have to be scaled down in 
view of the lower trend in housing starts. The 
same may be true of present projections for 1956 
expenditures for plant and equipment which may be 
lower than commonly expected, owing to tighter 
money. As a matter of fact, monetary authorities 
are now pressing harder on the brakes, via another 
boost in the Federal Reserve discount rates, to 
guard against inflation. Credit curbs in due time 
are effective in bringing booms to a halt. 

Investment emphasis should continue to be on 
conservatism, careful selectivity, and realistic eval- 
uation of individual stocks.—Monday, November 21. 
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— That Will Unlock the Answers 
— To 1956 Business Outlook 


By THOMAS L. GODEY 


Y; rising production provided the clue to 
business prosperity in 1955, sales will undoubtedly 
be the answer to whether or not prosperity at the 
current high pitch can continue throughout 1956. 

Undoubtedly, we have arrived at a point where a 
sober and critical analysis of conditions as they 
are is needed to replace the perhaps too luxuriant 
optimism which has marked the attitude of business 
generally. Assumptions of an ever-rising economy 
must be re-examined in the light of changing con- 
ditions as we approach the end of the old, brilliant 
year of performance and enter the new one with its 
imponderables yet to be fathomed. 

A clear analysis of the major factors on which 
our economy depends must necessarily include a 
sober reappraisal of the position and prospects for 
the two chief pillars of business to-day. These are 
the automotive industry, with all its ramifications, 
and the construction industry. The actual trends in 
these two basic industries will have a massive im- 
pact on the economy, as a whole. These are assessed 
in the following but, first, a few words on the gen- 
eral business background as the year nears its end. 


New Records Made 


During 1955, the record-shattering postwar boom 
which American business has been enjoying almost 
uninterruptedly since 1946 has come to a new and 
luxuriant flowering. By every statistical indication 
available, business in the current year is the great- 
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est, in both volume and profitability, on record. 

As the year has moved into its final months, gross 
national product—the total value of goods and serv- 
ices produced—is running at a new high close to 
$400 billion. Industrial production activity is run- 
ning a full 40% higher than in the years 1947- 
1949. Consumer incomes, after taxes, are about $15 
billion higher than a year ago, and unemployment 
is almost 1.5 million higher. Unemployment is a 
minimal 2 million. Corporate profits, after taxes. 
are about 30% higher than in late 1954. 

This is certainly a record that any economy, any- 
where in the world, might well envy. But these bald 
comparisons are only a part—the brighter part— 
of the truth. 

The rest of the truth about business in 1955 is 
that the dizzy peaks established during the year have 
been achieved through a dizzy upward climb which 
for the past nine months has proceeded at the fast- 
est pace on record. In these nine months, some of 
the most significant American industries have 
moved from a condition of embarrassing surplus to 
equally embarrassing shortage. The steel industry, 
for example, has traversed, in considerably less than 
a year, the enormous gap from operations at 60% 
of capacity to a full 100% load. Aluminum, copper 
and many other key materials that were in abun- 
dant supply nine months ago are now much higher 
in price, and still inadequate to the demand. Ma- 
terials, labor and money have poured into the pro- 
duction stream in an accelerating pattern of boom 
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piled on boom, until all three of these vital elements 
of the business process are now scarce. 

By early Fall, the astonishing pace of the recov- 
ery had already raised a number of questions. How 
long could such a vigorous expansion continue? How 
long, for that matter, could even the current level 
of activity be maintained? What new instabilities, 
what dangers, were being built into the business 
structure? Was this a “bubble on a boom”, that 
would soon collapse? Business analysts were asking 
themselves these questions months ago. But any 
pessimism latent in the questions was more or less 
eradicated by the continuing uptrend in business 
statistics, and, more importantly, by the extremely 
high level of confidence in the future exhibited by 
business and consumers alike. 

Then, in late September, the news of President 
Eisenhower’s heart attack struck a direct blow at 
the level of confidence. The blow was severe partly 
because it affected the future of Republican policies 
toward business; partly because it affected the fu- 
ture of a very successful administration, regardless 
of party; and partly because apart from the suc- 
cess or politics of the administration, Mr. Eisen- 
hower’s illness obviously injected a sudden dose of 
uncertainty into business 


And finally, the Housing Act of 1954, with its 
easier credit terms, inspired a sharp new uptrend in 
the rate of residential construction. 

Of these four contributing forces, the last two— 
automobiles and construction—have been by far the 
most important, and both of them are now apparent- 
ly in a critical stage of conversion from a business 
strength to a business weakness. In both of these 
industries, production has proved itself more than 
the equal of demand: in both industries, over-pro- 
duction is now a near-term threat; in both indus- 
tries, selling the production of the past year has 
been accomplished only through an unprecedented 
rate of debt creation. In both of these industries 
lie the essential keys to the business trend of 1956. 


The All-important Credit Factor 


During 1955, the American automobile industry 
produced the altogether mountainous total of & 
million passenger cars. The 650,000-a-month pace 
maintained during 1955 is fully 20% above the 
previous peak set in 1950, and over 40% more than 
in 1954. Schedules call for production at better than 
670,000 a month in the last months of 1955, per- 
haps rising to over 700,- 
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conditions. 

The initial effects of 
this change in the busi- 
ness outlook appeared al- 
most entirely in the se- 
curities markets, where 
prices broke more sharp- 
ly than at any time since 
1929. In other significant 
statistics, the new uncer- 
tainty has not yet been 
reflected at all. Since 
late September, capital 
spending plans of cor- 


In any valid assessment of business con- 
ditions and prospects, it is essential to re- 
examine all previous assumptions espe- 
cially in a period, such as the present, when 
the business trend may become sensitive to 
changes of great importance in the political 
area. Readers will agree that this article 
makes a real contribution to realistic think- 
ing on the business outlook because of its 
fresh and untrammeled approach. 


000 in early 1956. This 
is not beyond the in- 
dustry’s capacity, which 
is now big enough to pro- 
duce some 900,000 a 
month. 

But how much of such 
output can be sold? For 
an answer to that ques- 
tion, one would do well 
to consult the credit sta- 
tistics compiled by the 
Federal Reserve Board. 





In 1955, total per- 





porations have not been ag 
altered. Nor have consumers stopped buying. Nor 
has business changed its attitude toward inventories, 
or prices. Nor has steel suddenly become plentiful. 
In recent weeks, in fact, securities prices have re- 
gained about two-thirds of their late September 
break. 


Shoals Ahead? 


Does this mean that the uncertainties for 1956 
nave been cleared away, and that the boom now 
has calm and untroubled waters ahead? Foretelling 
the longer-term trend of business is, obviously, a 
hazardous undertaking. It is probably more hazard- 
ous now than in most years. And yet there are very 
strong reasons for thinking that the waters of 1956 
are far from untroubled; that serious shoals and 
breakers lie ahead, and that Mr. Eisenhower’s ill- 
ness is not a closed book, so far as business condi- 
tions are concerned. 

The 1955 boom in business conditions has eman- 
ated from four principal sources. In the first place, 
business demand for inventory, after a $4 billion 
liquidation in 1954, revived sharply at the end of 
that year. Secondly, business demand for plant and 
equipment, which also declined in 1954, has advanced 
very markedly in 1955. Thirdly, the American pub- 
lic has displayed an almost insatiable appetite for 
automobiles ever since the 1955 models appeared. 
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sonal consumption ex- 
penditures for new cars, and net purchases of used 
cars, will evidently amount to about $14 billion. Of 
this amount, something like $4.5 billion will repre- 
sent an increase in the amount of instalment debt 
associated with automobile purchases. Jn other 
words, almost one dollar out of every three spent 
in the automobile market in 1955 was borrowed, 
to be repaid over the next two years. Currently, 
retail sales of automotive dealers are running about 
$3.2 billion a month; credit extension for automo- 
biles is running at about $1.6 billion, or almost 
exactly half. Every month, automobile buyers are 
going further into debt by about $400 million. 

How long ts kind of debt-founded boom can 
continue is certainly open to question. But it is 
worth noting that in 1953 a similar, although less 
sensational, credit boom lasted about as long as 
this one, and then proceeded to correct itself, with- 
out the assistance of any direct controls from Wash- 
ington. Individuals, whether through direct pressure 
of funds, or through a loss of confidence jn their 
future incomes, began to ration themselves, and 
from about April 1953 to about April 1954 the rate 
of credit extensions declined very sharply. 

Now the case for such a decline in the credit 
market is very good. The annual repayment burden 
of instalment debt is currently about $33 billion— 
about equal to the entire individual tax bill, and 
almost 12% of disposable income after taxes. This 
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is the heaviest short-term debt burden in history. 

Moreover, even if the current level of instalment 
debt were just to stabilize, rather than decline, the 
impact on the automobile market would be severe. 
The increase in debt on automobiles in 1955 will 
evidently amount to the retail value of roughly two 
million cars! This is 25% of 1955 production. 

And there are certain grounds, outside the debt 
picture itself, which make it likely that a healthy 
part of the two-million decline foreshadowed in the 
debt statistics will actually take place. In the first 
instance, the sales made in 1955 have been made 
through some of the most mad-cap marketing, and 
some of the narrowest margins, in the history of 
automobile retailing. Dealers themselves have been 
desperately opposed to the automobile producers’ 
tremendous production schedules since early in the 
year, claiming that they could move the cars only 
by substantial price sacrifices, and that selling under 
these cenditions was rapidly destroying the market 
for 1956 cars. To a certain degree, this has doubt- 
less happened. And to make matters somewhat 
worse, the 1956 models do not represent very fun- 
damental style changes from their predecessors. So- 
called “‘style obsolescence” in 1956 is not likely to 
be a strong stimulant to sales. 


Outlook For Construction Industry 


In the construction industry, the situation in 1955 
has developed along lines similar to the automobile 
situation, although with less critical intensity. 
Thanks in considerable measure to the Housing Act 
of 1954, which was legislated in an atmosphere of 
vathering recession, credit extension on new homes 
in the early part of the year was the most liberal 
on record. No-downpayment deals were extremely 
common, and even ‘‘no-no-downpayment” arrange- 
ments, under which the closing charges on the mort- 
gage itself were included in the mortgage loan, were 
widespread. Terms on mortgages were extended to 
25 years, and to 30 years in many cases. Result: 
the volume of new mortgage recordings in 1955 has 
reached an imposing total in the neighborhood of 
$27 billion. Since repayments on mortgage debt now 
run at about $15 billion a year, outstanding debt 
has evidently risen by about $12 billion, or roughly 
75% of the value of all new homes built during 
1955! A sharp change in the rate of increase in 
mortgage debt would thus have a very substantial 
effect on the housing market. 

And there is every indication that a change of 
some important dimension is very likely to occur. 
Inspired by the dangerously rapid growth in mort- 
gage obligations, the Federal government has 
already felt itself obliged to take several steps in 
tightening the mortgage funds market. Down-pay- 
ment requirements on guaranteed mortgages have 
been increased; maturities have been reduced; guar- 
antees in certain areas where “overbuilding” has 
been reported have been made more difficult to get; 
the Federal Home Loan Bank Board has restricted 
its lending activity to savings and loan associations. 

As a result of all of these measures, the rate of 
new homebuilding has already begun to subside. At 
the beginning of 1955, housing starts were running 
at an annual rate of about 1.4 million; they are 
now running at about 1.2 million. Moreover, in addi- 
tion to direct controls over the mortgage market, 
the Federal Reserve has been exercising a moderate 
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restraint over the money supply available to the 
mortgage market through general credit policy. Per- 
haps more than the specific measures in mortgages 
themselves, these general restraints are likely to 
precipitate a further decline in the building rate 
in months to come. Most analysts of the housing 
market now expect 1956 homebuilding to run as 
much as 15% below the rate in 1955. 

So far as the construction industry, as a whole, 
is concerned, current estimates of around $44 billion 
in 1956, compared with a 1955 total of about $42 
billion seem much too high, despite the continued 
forward surge in new plant and equipment pro- 
grams. It should be noted that, to a large extent, 
present large-scale plans for expansion in the 
neighborhood of some $32 billion are based on the 
assumption of continued record-breaking industrial 
production and sales. Any shift in the trend would 
automatically reduce, though probably to a moder- 
ate extent only, the totals to be spent in 1956 for 
these purposes. 


The General Business Picture 


For 1956, then, the business outlook seems to in- 
clude a relatively substantial decline in both auto- 
mobiles and housing construction. In both markets, 
the factors determining the decline appear on the 
sales side of the ledger, rather than the production 
side, and in both markets it is the apparent weaken- 
ing of the credit component of the market that may 
be decisive. This does not mean, of course, that 
business need be “bad’’, or that a severe recession 
lies ahead. However, it is worth noting that the 
two markets, taken together, account for a very 
substantial share of total American economic ac- 
tivity. The automobile industry, for example, takes 
about 20% of current production of steel. Its pro- 
portion of rubber, lead, glass and upholstery fabrics 
is not materially different from the steel percentage, 
and in a host of other vital materials—zinc, copper, 
aluminum, paint, to name a few—it is a major 
market influence. Its direct factory employment is 
about 6% of total national factory employment; its 
automobile production alone (that is, excluding 
trucks, military equipment and spare parts) account 
for roughly 5% of total national output of goods 
and services. What affects the automobile industry 
obviously affects business generally. 

Similarly, the construction industry, even if 
limited to residential construction, is a vital section 
of the business picture. The homebuilding industry 
is approximately the size of the auto industry, and 
its ramifications are as widespread. In copper, in 
paint, in building materials of non-metallic origin, 
in aluminum, in brass-mill products, in glass, the 
weight of the homebuilding industry is a para- 
mount market factor. What affects homebuilding, 
too, obviously affects business generally. 


These clouds on the 1956 horizon were certainly 
not created by Mr. Eisenhower’s illness. They were 
created by the intensity of the 1955 boom, and by 
the fact that the boom borrowed so heavily from 
the future, through the mechanism of debt. But in 
the light of the uncertainties created by Mr. Eisen- 
hower’s illness, they have acquired greater weight. 
They provide, in a word, adequate grounds for con- 
siderable caution about business prospects in the 
year ahead. —END 
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The charts on the automotive industry were 
selected on the basis of highlighting the most 
essential features. These are (1) Production vs. 
Retail Sales, showing the gap which still exists 
between the two. This gap will probably widen 
next year, unless production is cut back to meet 
the anticipated decline in sales. (2) Auto Instal- 
ment Credit Outstanding, showing the enormous 
increase in this type of financing. (3) % of Fam- 
ilies Owning Cars, showing a conspicuous fail- 
ure to rise materially, as might have been ex- 
pected under current prosperous conditions. A 
large percentage of American families, ap- 
parently, still cannot afford to own cars, most 
| new purchases being made in the new middle 
income groups. 

—— 
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The three charts depicting essential features 
of the construction industry highlight the follow- 
ing points. (1) Construction Outlays, on the basis 
of the latest available data, indicates a total of 
about $42 billion for 1955. With a prospective 
decline in sight for new housing, total construc- 
tion, contrary to some current optimistic estimates, 
may be somewhat under this figure in 1956. (2 
New Housing Starts will be lower, not merely 
because of tighter credit conditions but because 
family formations will show a decline, an after- 
math of the effects of the depression of the 
Thirties. (3) Home Mortgage Debt has increased 
markedly and attempts are being made to halt 
this trend before it becomes dangerous. 
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Moves Ahead at 


Supersonic Speed 


By HOWARD WINGATE 


One of the greatest of all the great scientific 
achievements of this remarkable age is the immense 
speed with which the use of electronics is proliferat- 
ing into practically every segment of business and 
industrial activity. In fact, it can be stated without 
equivocation that in the not distant future there 
will hardly be a single phase of industry that will 
not in some way be influenced by this dynamic new 
development. It also can be stated that this has 
enormous significance for investors, for while the 
expansion of electronics will usher in a new age of 
opportunity for the companies in a position to take 
advantage of it, it will also mean formidable prob- 
lems for those concerns which lack the means or 
mangerial skill to harness the new techniques to their 
own needs. 

Obviously, large sums are required for research 
and development of electronic processes and prod- 
ucts. This is particularly necessary since experi- 
mentation in these fields forces the discarding of 
even newly created products. An unusually high rate 
of obsolescence, as is typical of an industry in rapid 
transition, is the result. Of this, investors must be 
mindful as they contemplate investments in the in- 
dustry, for high costs, due to unexpected delays in 
the laboratory or difficulties in development for com- 
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mercial use, may hold back an expected increase in 
earnings for a considerable period of time. This 
could make a difference, in these cases, to dividend 
prospects. Therefore, one should view this newly- 
emerging great industry realistically so far as earn- 
ings and dividends are concerned. Nevertheless, 
where programs have been well planned and ade- 
quately financed, the rewards to investors, in time. 
will be great. 

The electronics industry is so vast (annual volume 
approaches $11 billion) and so diverse (one manu- 
facturer depends on 7,500 supplying companies) 
that its impact is felt in every segment of the 
economy. It is an established fact that its products 
are an indispensable requisite to every old-line in- 
dustry and without it new ones, such as atomic 
energy, automation and jet propulsion, could not 
even develop. It is the handmaiden of every science, 
from the oldest (astronomers use electronic com- 
puters to plot the position of planets many years 
hence) to the newest (atomic scientists deal with 
electronics in every branch of nucleonics. 

Electronics, as a word, was only a laboratory term 
as recently as 16 years ago. Electronics, as an in- 
dustry, had no status until shortly after the start 
of World War II. While it is true that there was an 
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electrical industry and a radio-communications net- 
work of major scope in the years before the war, ex- 
tensive use of electronic devices for industry, con- 
sumer products and the military establishment is 
relatively new. It might be well to define at the out- 
set what is meant by electronics. It is a branch of 
physics that treats of the emission, behavior and 
effects of electrons, especially in vacuum tubes, 
photo-electric cells, cathode-ray tubes and the like. 
Transistors and other semi-conductor units must 
now be added, for they are being used on a large 
scale to do the work of vacuum tubes. 

The industry embraces countless thousands of 
companies, ranging from American Telephone & 
Telegraph Co. to small workshops manned by a few 
technicians. These diverse companies turn out tele- 
vision sets, radar units, microwave relays, complex 
electronic computers, control systems for guided 
missiles, cathode-ray instruments, hearing aids and 
tens of thousands of other products. Most manu- 
facturers of complete electronic devices assemble a 
multitude of parts made by other companies, hence 
the makers of components are a substantial factor 
in the industry. They are the makers of vacuum 
tubes, transistors, capacitors, resistors, coils, dials, 
panels and allied parts. 


The 7,500 That Supply One 


Radio Corp. of America, electronic giant that 
grosses some billion dollars a year, depends on more 
than 7,500 companies to furnish materials and 
services to produce the finished products that bear 
its trade mark. Roughly half of its volume is paid 
out to these suppliers. The overwhelming majority 
—some 80%, in fact—fall into the category of small 
firms, since they employ less than 500 people. From 
these companies, RCA buys such varied items as 
copper, glass, dehydrated castor oil, wood, platinum 
and hundreds of other materials. These find use in 
building RCA’s radios, TV sets, record-players, 
sound systems, microwave sets and other electronic 
products for Government and commercial use. De- 
pendency on suppliers, of course, is not peculiar to 
RCA— it extends throughout the industry. Diversity 
of product and the nature of the components 
(always in a state of change) are not conducive to 
a high degree of integration. 

Indeed, the changing nature of product has 
prompted Brig. Gen. David Sarnoff, chairman of 
RCA, to forecast that 10 years hence “more than 
80% of the volume of the electronics industry will 
come from products that do not exist today.” There 
is a basis for this amazing calculation, since 81% 
of the products that company now makes did not 
exist at all or were not on the market a decade ago. 
Moreover, whereas it took 10 to 20 years to develop 
a product in pre-war days, it now is a matter of 
only a few years. 

As an illustration, it was nearly 20 years from 
the time of the invention of the electronic “eye” 
by Dr. Vladimir Zworykin to the development of 
commercial TV. By the time the curtain was raised 
on TV, RCA alone had spent $50 million. 

Nor has the industry stopped with black-and- 
white TV. Research and engineering efforts over 
the past several years have gone into the develop- 
ment of color TV. In pioneering and developing 
this new system, RCA has spent far more than $50 
million and must go on spending, although the im- 
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mediate returns are meager, indeed. TV, like other 
branches of electronics, is an insatiable science, 
always calling for new ideas. Color likely will be 
followed by a race to develop instruments that will 
bring in overseas telecasts. 


Changing Product is Costly 


The swiftly changing electronic scene can out- 
mode a manufacturer’s products in a mere matter 
of months. Anyone who has seen the maze of wires 
and connections in a radio or TV set will appreciate 
what can happen to a producer of components by 
their elimination. In much electronic equipment 
today these wires and their soldered connections are 
being replaced by the printed circuit. All the various 
circuits are deposited on a plastic base, either by 
etching or printing, thus deing away with the old 
familiar wires. It also is possible to print resistors 
and condensers. 

Then there is the trend to miniaturization. By 
combining printed circuits with transistors (paper- 
clip-size tubes that are supplanting the vacuum 
tubes) and using a whole range of miniaturized 
components, manufacturers can achieve the same or 
even greater performance in a fraction of the bulk 
used hitherto. The general public already is aware 
of the pocket and wrist-watch radio. While these 
intricate devices hold out the promise of important 
cost-cutting, the trial and error in bringing them 
into commercial production entail enormous cash 
outlays. 

Unfortunately, from the investor’s standpoint, 
this involves the kind of spending for research, de- 
velopment and promotion that can be too rich for 
the blood. Dozens of companies in the industry, as 
a single example, have spent hundreds of millions 
of dollars to bring color television to market. 
Numerous companies have made false starts, halt- 
ing production when it appeared that small expen- 
sive color tubes would not be marketable and 
encountering “bugs” in their initial ventures. Heavi- 
est costs in this segment of the electronics industry 





























A Cross-Section Of the Electronics Field 
Price Range Indicated Recent 
Company 1954-1955 Dividend Price 
American Telephone & Telegraph.... 187-156 $9.00 180 
PE PMID sascisecassiccssecoosscssscsne . 59-30 2.00 51 
INE TN snes caticscnscncincsnecenanons 34-15 1.00 26 
General Dynamics ....................0000000 80-18 2.20 56 
INI INO ic csccncstinnssaussosbanobocne’ 56-38 1.60 49 
Internationel Business Mach. .......... 450-271 4.00 404 
International Tel. & Tel................... 31-14 1.40 28 
Minneapolis-Honeywell Regulator .. 70-33 1.55 58 
RNIN caacssccescsndiarsignatiancinianansnisniices . 60-30 1.50 49 
National Cash Register .................. 47-19 1.10 37 
I I coisas tcchpaahisnescsapanncandatiiin 43-28 1.60 32 
Radio Corp. of America ..... nia 45-22 1.35 45 
NE TRUE svetccapsensesicsescsstacnnceseasinn 29-21 64 23 
Sylvania Electric Products .............. 50-32 2.00 45 
Underwood Corp. o........ccccssccsesseeeee 43-27 2.00 36 
Westinghouse Electric ...............000 83-50 2.00 59 
Prices have been adjusted for stock splits. 
Sperry Rand was formed this year by the merging of Sperry 
Corp. and Remington Rand. 
The Underwood dividend is based on the most recent declara- 
tion, 50 cents for the quarter. 
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have been borne by those companies that own TV 
networks in addition to being engaged in manu- 
facture of sets. Thus, the National Broadcasting 
Co., a subsidiary of RCA, announced in November 
a $12.5 million color TV expansion program de- 
signed to double its network color programming. A 
relative handful now sees programs in color and the 
company will be many years getting back its 
enormous investment in this field. 

Much the same might be said for the office- 
equipment companies, which have come to the fore 
in the electronics field through their stake in elec- 
tronic computers. Of course, the spending is not 
cn the scale of the color TV interests, but it is sub- 
stantial. In fact, until recently it was doubtful 
whether any of these companies, aside from Inter- 
national Business Machines, was netting much from 
these endeavors. These “magic brain” devices are 
constantly being improved and new models are in 
the planning stage. 


Investor’s Current Return Small 


It is not surprising, in view of these circum- 
stances, that the cash dividend yield in a stock such 
as IBM is a mere 1%. While it is slightly better in 
the case of RCA, that company in September an- 
nounced it was considering issuance of $100 million 
of debentures to meet the needs of the business. 

To attain an even better appreciation of the need 
for vast sums in this industry, it is well to look at 
the rapid rate of expansion of the electronics field. 
From a virtual standing start, the electronics in- 
dustry, within three years, became a $1 billion 
annual business (automotive took 16 years). Prior 
to World War II, the annual sum total of the in- 
dustry could be measured in the hundreds of mil- 
lions. This year, the factory value of electronic 
equipment and components, including broadcasting 
with its time and talent charges, verges on $11 bil- 
lion. As for the future, it is a reasonable estimate 
that the present business will double itself over the 
next decade. This “educated guess” is based on 
many factors, a few of which may be cited here. 

One is the development of atomic energy. Neither 
the atomic nor the hydrogen bomb would have been 
possible without electronic applications and it is 
through electronics that the power of the atom is 
being harnessed for peacetime uses. Indeed, the 
atomic field may one day prove to be the lushest of 
all for electronics. A second consideration is the 
multi-billion-dollar purchases of electronic equip- 
ment by the military establishment. Every branch 
of the armed services uses electronic devices, from 
the infantrymen with their walkie-talkies to the 
atomic scientists with their hush-hush weapons. Yet 
another is the emergence (slow, at the moment) of 
color ‘TV. The number of monchrome sets now in 
use is approaching 40 million. The public, based on 
an estimated $250 a set, has paid $10 billion for 
these receivers. They will pay even more for color 
sets once these have been perfected, the price 
brought down within reason and programming of 
color stepped up. 


Growing On Four Fronts 
The electronics industry means different things 
to different people. While it obviously means TV to 
all folks, the public generally has small knowledge 
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of the electronics development in industry, atomic 
energy and the military establishment. In the latter 
two fields, security requirements often keep aware. 
ness of the growing use of electronic devices and 
applications to a bare minimum. The investment 
community, of course, has a deeper appreciation 
than the general public because of periodic state- 
ments from corporations that their business was 
abetted or set back by a Government decision on 
electronics procurement. 

Thus, the man in the street may think of Ameri- 
can Telephone & Telegraph Co. merely as an im- 
portant public utility system, but the investment 
community knows it also as one of the giants of the 
electronics field. In October, the Gévernment author- 
ized the company to start work on the Air Force’s 
project linking all of the military’s radar warning 
devices. The system will cost $2.4 billion over a 
10-year period. The Air Force plan calls for a 
gradual switchover from manual operation of radar 
stations that guard this country’s borders to semi- 
automatic ground equipment, known as SAGE. Tele- 
phone companies are to install special circuits to 
feed information from the radar that picks up the 
planes to control centers and back to strategically 
situated fighter planes, anti-aircraft guns or guided- 
missile launching stations. Equipment will be 
financed, built and installed by the telephone com- 
panies, which will lease it to the Air Force. 

American Telephone and its manufacturing sub- 
sidiary, Western Electric, are important suppliers 
of other electronic products for the military. RCA, 
as another example, produces for all branches of 
the military such electronic equipment as navigation 
and communications systems, walkie-talkies, mobile 
TV transmitters, radar and complex devices for 
gunfire and guided missiles, plus scores of others. 


The Atomic Partner 


It is no mere coincidence that such electronic 
giants as Westinghouse Electric Corp. and General 
Klectric Co. are leaders in the development of atomic 
energy. In undertaking to convert atomic fission 
from a major source of fear into a major source of 
fuel energy, these companies will be wedding their 
electronic know-how to this new source of power. 
Earth-girdling satellites and learning the secrets 
of interstellar space, to cite yet another new in- 
dustry, must lean heavily on electronic devices. 

Automation—which may be defined as the tech- 
nique of replacing production workers with auto- 
matic machinery—is dependent on the strides made 
in the electronics field. Automation, as a typical 
example, owes much to TV. Through closed TV cir- 
cuits, one man is able to control the operations of a 
steel strip mill. Before the advent of TV, 60 men 
were required for the job. 

There is no room here to list the hundreds of 
applications of electronics to mechanization. A few, 
however, should serve to point up the growing use 
of this science to serve industry. One is a giant 
electronic brain built by Sperry Rand Corp., which 
will take detailed information from a 12,000-mile 
private wire system arranged by Western Union 
and convert it into summary reports that can be 
used by management in decisions affecting sales, 
production volume, market research and engineer- 
ing analysis. 

By means of microwave, the oil in a pipeline 
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stretching 1,000 miles can be turned on, shut off 
and regulated for pressure. Operated by a trained 
man, this same microwave system will report all 
the information the supervisor needs and, with a 
little added electronic gadgetry, it can be hooked 
onto two-way mobile radio systems which have no 
line-of-sight limitation. Microwave is a kind of ultra- 
short-wave radio that operates on frequencies far 
higher than the conventional radio receiver. Micro- 
wave will do anything that a wire line does, but is 
more reliable in use and lots cheaper to maintain. 
Back in 1948, sales of microwave were a mere $1 
million. They have increased more than 20 times in 
the interim. P, 1960, annual sales should top $500 
million, according to Philco Corp., a major producer. 
These figures don’t include military business, which 
can’t be disclosed for security reasons. 

Another promising development for industry com- 
bines ultrasonics with electronics. What can be 
accomplished by ultra-frequency sound waves is 
little short of astonishing. It is now possible to visu- 
alize continuous cleaning of the product in such in- 
dustries as steel, wire, glass and others by harness- 
ing the effectiveness of these 
sound waves. Already in use 
are commercial ultrasonic 
cleaners which do an invalu- 
able job of eliminating almost 
microscopic dust and lint from 
miniature bearings and small 
precision parts. The fields of 
usefulness in which this tech- 
nique can and will be employ- 
ed are almost endless. 


Electronics: 
White-Collar Worker 


Utility companies, insur- 
anee firms and banks have 
taken to using electronic com- 
puters to speed accounting 
and perform a multitude of 
other cost-cutting chores. 
These machines, often leased 
rather than sold, are turned 
out by dozens of companies, 
notably such office-equipment 
makers as IBM, National 
Cash Register, Sperry Rand, 
Underwood and Burroughs. 
Their efficiency is attested, 
for instance, by the calcula- 
tion of Commonwealth Edison 
Co. of Chicago that it now 
can bilt 1.8 million electricity 
consumers and keep records 
of accounts receivable with 
the new computer system. It 
cuts the cost of these jobs by 
$750,000 a year, replaces 170 
of Commonwealth’s 220 bill- & 
ing machines and trims space | i 
requirements by 50%. is 

Computers, incidentally, are 
not “giant brains,” although 
the term is used widely. Actu- 
ally, they are methods of stor- 
ing vast amounts of informa- 
tion and calling forth this 
information at any time. They 
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might be more aptly described as tools, rather than 
“brains.” After all, computers can’t think, imagine 
cr create. They can do only what they are told, but 
they can do it amazingly fast—3 million times faster 
than the human mind. A large computer is not one 
machine but several—enough to fill a good-size room. 

Computers are tailored to fit the tasks per- 
formed. A big computer can count more than 250,- 
000 times a second, make additions and subtractions 
at the rate of 2,000 a second, multiply nearly 500 
times a second and divide over 250 times a second. 





Working on the Railroad 

Chesapeake & Ohio Railway, first railroad to con- 
tract for a large computer system, thinks the elec- 
tronic computer may well do for paper-work 
efficiency what the diesel locomotive did for road 
operations. Railroads, of course, already have gone 
deeply into the use of electronic equipment. The 
trend began with use of mobile radio for freight- 
yard communications, from which great increases 
in economy and efficiency have resulted. Penn- 
sylvania Railroad and other carriers now are striv- 
ing to achieve the highest de- 
gree of electronic operation in 
their freight classification 
yards. 

Modern aviation, plainly, 
pivots on electronic systems. 
It is no exaggeration to say 
that our first line of defense 


is represented by the elec- 
tronic outposts forming the 
early-warning radar net. By 
means of electronics we can 
detect the approach of an 
enemy plane hundreds of 
miles away and watch its 


course. Radar played a key 
role in the survival of Britain 
during World War II, when 
that country was under con- 
stant aerial attack from Ger- 
mans. 

Now, in civilian work- 
clothes, the form of radar in 
use most extensively today is 
GCA (ground-controlled ap- 
proach radar). A new version 
of GCA now is being made 
standard for civilian airports 
across the country and ere 
long all principal airfields will 
be so equipped. This new 
radar will practically elimi- 
nate landing delays due to fog 
and other instrument flight 
conditions. The arrival of the 
commercial jet age will call 
for greater use of electronic 
equipment. 


Electronics: 
Creator of Industries 


While electronics in a short 
span of years has acquired 
stature as a leading industry, 
it might be more accurately 
catalogued as a creator of 

(Please turn to page 274) 
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5] wo factors have generated an unusual de- 
gree of activity with respect to the issue of new 
corporate securities this year. This process is con- 
tinuing with unabated vigor. 

First of the two factors is the need of corpora- 
tions for very large sums of new money with which 
to finance new capital projects, either in various 
stages of completion, or about to be launched next 
year. It is estimated that expenditures for plant 
and equipment may run as high as $32 billion in 
1956, compared with an annual rate of somewhat 
less than $30 billion this year. Since corporations 
cannot finance these undertakings out of internal 
resources to an extent greater than approximately 
25-30% of the total required, without unduly 
diminishing working capital for current needs, it 
follows that these corporations must go to the pub- 
lic for new funds. 

The second factor, which relates more exclusively 
to common stock financing, is based on the extra- 
ordinary strength of equities over the past few 
years, which has made common stock financing a 
much more feasible operation than in the years 
when common stock sold at conspicuously low levels. 
Corporate management naturally wishes to take 
advantage of this favorable situation and for that 
reason has found it a practical proposition to secure 
funds through new equity financing, or through con- 
vertible bonds or preferreds. The result has been 
a rather substantial increase in offerings of this 
type. 
" Tiedeunie. this situation has a direct impact on 
the stockholder. He is called upon to participate in 
the new offerings as a means of advancing his com- 
pany’s position. As a potential investor, this is of 
prime consequence. It is of consequence even if he 
chooses not to invest. In the latter case, he must 
consider whether the addition of large issues, either 
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= Changes in Stockholders’ Position 
Under 1955 Corporate Financing 


directly in new common stock, or more indirectly, 
through convertible bonds or preferreds, will not 
diminish for a time at least, the amount of earn- 
ings that would otherwise have been shown on his 
stock. In other words, new stock competes with old 
stock. The problem for the investor is to decide 
whether any long-term benefits from new financing 
in the form of enlarged earnings through improve- 
ment and additions to plant and equipment would 
compensate for the fact that, after such new financ- 
ing, he must now share the earnings of his company 
with the owners of the new stock. 

In effect, we are now discussing the problem of 
the automatic dilution of earnings which ensues 
when substantial amounts of new issues, whether 
in bonds or stock, are added to the outstanding 
capitalization. A familiar illustration of this pro- 
cess is the automatic dilution of earnings among 
public utilities, after the issue of a large volume of 
new securities. What happens is that the earnings 
per share are necessarily held back for a time. In 
other words, any increase which would have been 
shown in earnings for the stock is smaller, owing 
to the increased capitalization, than would have 
been the case without the new issue. On the other 
hand, the receipt of new funds through new financ- 
ing increases the earnings base of these companies 
as a result of the new facilities acquired in the pro- 
cess, so that while current increases on a per share 
basis may not appear large, they nevertheless ac- 
cumulate over the long term so that, in effect, the 
new financing, in time, is fully absorbed. 

In deciding whether or not to participate in a 
new issue, offered by his company, the investor, 
naturally, will be guided first by his personal finan- 
cial status. He must also decide, particularly with 
respect to new stock and convertible issues, whether 
any earnings gains which may develop as a result 
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of facilities acquired by the new financing, may be 
of a long-term or a more short-term character. If 
he decides that the new issue might postpone any 
increase in dividend he otherwise might have ex- 
pected, he may, indeed, decide not only not to par- 
ticipate in the new issue but to sell his present 
holdings. But, if the investor takes the long-pull 
point of view he may be satisfied that his interests 
are being well protected through the new financing. 
To illustrate the various points made we herewith 
briefly describe several important pieces of new 
corporate financing this year. 


American Telephone & Telegraph Co. this year un- 
dertook largest offering of new securities ever made 
by a corporate entity. Stockholders were invited to 
subscribe to $637,165,800 of debentures on the basis 
of one $100 debenture for each eight shares of stock 
held. Eight rights and $100 in cash entitled the 
purchaser to a debenture that could be converted, 
with a further cash payment of $48, into a share 
of stock. All but a fraction of 1% of the issue was 
snapped up. This unprecedented response hardly 
bespeaks a fear of a dilution of equity. On the con- 
trary, these funds will be used to help the company 
carry on the largest program of construction in its 
history. 

Assuming the immediate conversion of the entire 
debenture issue, the addition of more than 6 million 
shares to the present 51 million total would result. 
This would theoretically drop the estimated $12 per 
share the company will earn for 1955 to around 
$10.70. While conversions will be substantial in the 
months ahead, especially by small shareholders who 
prefer the $9 dividend to the relatively small yield 
provided by the debentures, there will be no stam- 
pede to exchange for stock unless, of 





General Motors Corp. sold early this year over 
13 million shares (adjusted for 3-for-1 split) of 
common stock at $25 a share (also adjusted). 
Despite the additional shares, net per share for 
the first nine months of 1955 climbed to $3.31 from 
the $2.19 earned in the like 1954 period on the 
fewer number of shares outstanding at the time. 
As a matter of cold arithmetic, it would seem that 
this increase of nearly 5% in the common stock 
capitalization would take away nearly 25 cents per 
year in per-share earnings. Whatever the short- 
term drawbacks, it must be obvious to investors 
who have watched the progress of this company in 
the post-war decade that its multi-billlion-dollar ex- 
pansion program has paid handsome dividends to 
shareholders. Those who exercised the right to sub- 
scribe to the new shares this year (one new share 
for each 20 held) are satisfied with the results. With 
sales running at well over $1 billion monthly, the 
financing was necessary and should, over the long 
re even greater reflection in the earnings 
of G. M. 


Kaiser Aluminum & Chemical Corp. has just com- 
pleted a financing program designed to defray bulk 
of the cost of expanding mill-fabricating facilities. 
A nation-wide group of underwriters sold $35 mil- 
lion of preferred and, in addition, $40 million of 
3°4.% first mortgage bonds were placed privately. 
Major emphasis on the $90 million expansion pro- 
gram is on the new sheet and foil mill under con- 
struction at Ravenswood, W. Va. The financing pro- 
grams should enable all schedules to move forward 
so that this mill’s full capacity of 333 million pounds 
of sheet and foil products annually will be in 
operation by early (Please turn to page 274) 











course, the company were to raise the divi- 
dend or split the stock. 


New Corporate Financing In 1955 





Meanwhile, of course, the company is BONDS 
putting these tremendous cash sums to In Millions Coupon 
work to generate even greater earning OF Setters Rete Maturity Class 
power for this fast-growing yet sound —— +h Bowe Bespbcasaadikesnetantass - - — Conmevtthte 
oa ae " “ Olumbia Gas system ............cccceceees 8 ebenture 
equity. A measure of the current grow th C. f. T. Financial Corp. .......:..00.000..0 100 358 1970 Debenture 
may be gleaned from these figures : General Dynamics .......ccccecsesseessessses 40 312 1975 Convertible 
Bell System companies gained about  ]| Radio Corp. of America... 100 es le an Debenture 
700,000 telephones in the third quarter of : — - Transmission ............ a = 1976 1st Mortgage 
this year. The increase of more than 1.9 [Juries cee can ne “ eS Say ae 
aD : “fh : “wt INS isn ssinasbnenissbonsncsstinke 25 338 1975 Ist Mortgage 
million telephones in the first nine months |] utah Power & Light Co. ......csoo.- 15 356 1985 Ist Mortgage 
of this year was as large as the increase * Issue now being planned. 
for all 1954. Long-distance calling con- PREFERRED STOCKS 
tinued to set new records. The number of i Clee. ! 
telephones served by the Bell System in Of Shares Dividend Class 
August topped 45 million, or double the |) kaiser Aluminum & Chemical 700 434 $ 50 Cumulative 
number in use at the end of 1945. Oklahoma Gas & Electric ...... . 50 4-2/10 100 Cumulative 
Not only do all signs point to a steady, Public Service Elec. & Gas...c.cccccccccccccsesees 250 4-3/10 100 Cumulative 


further increase in this phase of the 
business, but the company rapidly is forg- 
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new funds for the benefit of its 1.4 million 
stockholders. 








* Adjusted to reflect subsequent 3-for-1 split. 
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BUDGET BALANCE NEARING? 





By “VERITAS” 


UNCLE SAM soon will be taking in more money than 
is being paid out for the operation of Government, 
assuming business continues to boom. That means 
the budget can be brought into balance and, if the 
favorable position is bright enough, it could also 





WASHINGTON SEES: 


“Management” of news by Federal agencies is 
being probed by a House Committee. For the first 
time the possibly dangerous effects of this practice 
on peace, and prosperity, are being spotlighted 
as the basis of at least declaration of Congres- 
sional disapproval, if not for legislation. 

The term “management of news” is a new one. 
It was coined by a Washington Correspondent at 
a hearing being conducted by the Moss Com- 
mittee, investigating barriers to the free flow of 
Federal information. The committeemen were told 
it is more harmful to control the message than to 
suppress it. 

Instanced was the Geneva conference. It began 
with high hopes. The news officially handed out 
through United States channels at the Big Four 
session was so illuminated with confidence that 
“spirit of Geneva” came into common usage. It 
was planned that way, far in advance, the com- 
mittee was told, and now believes. Next step was 
the “frown a little” technic: the State Department 
press section began rolling out dampening copy 
and Ike went to Philadelphia and unburdened 
himself of a speech that was a deflation of 
“spirit of Geneva” as an actuality and labeling 
it an aspiration. How fleeting a thing that “spirit” 
was to be is now a part of recorded worrisome 
history. 

What happened with respect to diplomatic 
programming can happen to business news, too: 
government spending and purchasing plans, tax 
cut sponsorship or disavowal, budgetary planning. 
The Committee wants to know if it already is 
happening. 
a ee 
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mean a start on tax reduction. Nothing new in that 
forecast; but there’s something novel in the position 
organized labor is inclining toward: Why be con- 
cerned about the national debt level at this stage, 
when the carrying costs are not too great? 


ARGUMENT which will be advanced with increasing 
vigor as time goes on is that the debt service is 
smaller, in proportion to the total income, than it 
was ’way back in 1932. Interest has reached the 
$6 billion mark, annually; staggering, the Laborites 
say, but like everything else, relative. Surplus after 
meeting budgetary demands would only be a nick 
in the structure of a $280 billion national debt, 
capable of doing little in the way of reduction but 
enough to make gains in other directions. 


UNIONS say there is no need to cut Government 
services or military appropriations. An inter-union 
message of supposed confidential nature invites 
unity on this basis: “Some of us feel that the time 
has come at last to put our public schools back on 
their feet, to broaden our health program, to harness 
those dangerous rivers in the northeast, and to dust 
off a score of useful and needed public projects that 
have been sidetracked for so long. Such program 
will also avoid more unemployment.” 


ADDING their own arguments to the outlook, the 
labor group comes up with this forecast: “There 
is little apparent likelihood that the Administration 
will urge any program for spending the surplus. 
Even the Administration’s public road programs 
would not be financed out of Federal funds. So, if 
we’re not going to worry about the public debt and 
we’re not going to use the surplus for useful public 
projects, there’s going to be a real drive to cut taxes. 
And, this time, there’s a chance that it will be 
our taxes.” 
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The GOP will have to do better than cry out 
"local issues" to explain results of the election this 
month which, in some places, reached the stage of a rout 
of republican office holders. It would take a naive 
electorate to swallow the notion that there were local 
issues in so many separated parts of the country, with 
so many diversified interests, and that the democrats 
just happened to be on the right side of all these 
purely local questions! The fact is that the GOP was 
Spanked and that, in political wisdom, it should be 
looking for reasons, not for excuses. 




















The well-publicized plight of the farmer comes up 
as No. 1 problem for the republicans. The votes this 
month did not establish that fact; they merely under- 
scored it. It is as much the fault of the republicans 
as it is that of the democrats that the GOP handling of 
agriculture's interests gets so low a rating. The plain 
arithmetic of it all is that the farmer has hardly ever 
been in so favorable a position as today: few could have sold out, closed shop, paid 
off bills, and retired with as good a bankroll at any other time in history! Cash 
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income has been going down but it can go lower without creating peril. Republican 
farm leaders are being led into windy debates on flexible vs. rigid supports, and 
overlooking fundamentals. 





Ike has wisely -- in the opinion of most == said there is no sense to 
temporizing with such palliatives as buying up land to keep it out of production. 
That's only one stage from Henry Wallace's idea of plowing crops under, killing baby 
pigs. The surpluses which depress prices flow from a production fever inspired by 
wartime demands which began in 1917 and never have had enough non-emergency years 
to lose momentum. The Government demanded that the crops be raised, the gluts 
resulted, and only a drastic step will now cure the situation. To look for any 
other type of relief is futile, yet some political party must take the rap and the 
GOP happens to be in power on the day of decision. 




















It is apparent that many politicians, in both parties, were regarding the 
farm income problem as a localized one. But any analysis of the election returns 
shows that city dwellers have translated the agricultural income drop to mean a 
failure of Government under existing stewardship and a_harbinger of what's ahead 
for the city man. There isn't enough tilled acreage in Waterbury, Conn., to be 
grouped as a small farm, but wage earners saw stories of cost-of-living overtaking 
income in the Middle West, and acted accordingly. 




















The Democratic National Committee has conducted a_poll, confined to its 
state leaders, and has come up with issues, in the order of their importance. They 
made the "farm panic" No. 1, as well they might: the same leaders have been flooded 
with campaign material capable of creating a depression where none exists. In fact 
national headquarters has established this as No. 1 long before the state chairmen 
were given the chore of confirmation. 











The poll results won't require reprinting the campaign handbook in any 
major particular. Next to the farm issue came "tax favoritism for the rich," a 
battle-cry reminiscent of William Jennings Bryan. Public power give-aways finished 
in the money, taking third position: Teapot Dome in modern dress! Favoritism in 
Big Business is a hardy perennial, but the GOP has given the political stage man- 
agers a lift with some new lyrics written around conflict-of-interest situations, 
and it came in fourth. Fifth was "misconduct in government," a slender reed to 
lean on to win elections. Most of the wrongs shown up to date involved personal- 
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ities, or practices, inherited from the Roosevelt-Truman Days. But it has a sinis- 





ter sounds: "Misconduct in Government." 


Small business failures, rates a 7th place in the demmies handbook. 
Whether the appalling number of shutdowns is, percentagewise, a national scandal re-—- 
mains for the GOP to refute by statistics. A few years after any war, there is an 
upswing in failures: veterans with no experience in business begin reaching the end 
of their rope financially and abandon their undertakings. But because zooming of 
number of failures involving the little fellows had been a reflection of depression 


ahead, in the past, it'll be watched closely and argued with real and synthetic 
zeal. 














One of the major upsets for Labor groups is the fact that their problems 
rate a rear-end 8th place on the list! In the years immediately following enact- 
ment of the Taft-Hartley Act, Congressmen paled at the thought of meeting a labor 
issue head-on. Democratic leaders (they are the ones who voted in their party poll) 
always have sought to translate labor dissatisfactions into ballot majorities. 

This time they seem to see it differently: the voters, in their opinion, are much 
more interested in seven other battlegrounds. Inadequate schools is 9th on the 
hitting parade, but it is not suggested that there is any way to decide who is being 
criticized for this, the Ike Administration, or the democrat-controlled Congress. 














A surprising concession is made by the state leaders and probably reluc- 
tantly publicized by national headquarters: Big Business is way down in 10th place 
in the listing of winning issues. "Growth of Monopolies," the announcement calls 
it, in an avoidance that is significant in itself. In spite of all the pressures 
that have been put on by committees of both Houses of Congress, the growth of 
monopolies or the advance of Big Business worries the voters only one-tenth as much 
as_ does the farmer's cash in the bank position, the democratic leaders record. Ap- 
parently, demmie headquarters didn't dare "load" the straw vote on that one. 























The Administration, recognizing the fact that the coal industry had ex- 
perienced hard sledding as a result of oil competition, is taking steps to equalize 
things. All large oil companies have been told through the Office of Defense Mobi- 
lization to cut down imports from the Middle East. No firm figure has been fixed 
but it_has been hinted a_10 per cent_reduction in oil import will fill the bill, 
any_less than that will invite questions. This move gives the importers an oppor- 
tunity to act "voluntarily." But it can hardly be called that: back of the sugges- 
tion is the Congressional permissive which allows the President to impose import 
levels if a domestic trade is threatened. Proof that_such threat faces coal mining 
is in the hands of the DMA. 


























The coal industry has complained loud_and long that the Foreign Operations 
Administration has failed to live up to its agreement to send American coal to 
beneficiary nations. Only a trickle has moved, against a promise of 10 million-ton 
shipment. Harold Stassen is taking the blame; for Some reason known best to him, 
he isn't fighting backs Meanwhile, German interests have been sending out "feelers" 
involving an offer to lease a dozen of the mothballed Liberty Ships and_place them 
in oceanic trade to move coal to Germany. The market exists and the mine price 
will be paid, but transportation charges make the deal uneconomic. Such a deal 
would be fought by the maritime interests and the miners might hesitate to produce 
for such trade. The idea seems to be facing rejection. 


























activities. This program recognizes the fact that the Government, acting alone, 
cannot give lasting support to programs for marketing the bumper crops. Creation of 
new markerts and expanding of old ones are the twin objectives. Intended is a 
scientific approach to global selling, an abandonment in part of the old law of sup- 
ply and demand and a substitution of created demand. Exporters will_join farm 
groups in the financing. 
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Fen before Japan became a full-fledged 
member of the General Agreement on Tariffs and 
Trade (GATT) last August, there were signs of a 
storm brewing over the problem of competition of 
low cost Japanese goods in Western markets. Be- 
sides the United States, a number of other countries 
have felt themselves threatened, including Canada, 
Australia, and France; and of course the great 
cotton textile center of Great Britain, Lancashire, 
has been seriously worried about its overseas mar- 
kets. The GATT is an international body sponsored 
by the United Nations, the members of which are 
pledged to work at removing the barriers to the 
international exchange of goods. Basically this 
means the extension of the most-favored-nation 
treatment to the GATT members. 

While Japan was admitted to the GATT by all 3 
members, only 20 countries, the most important 
among them being the United States, Canada, 
Turkey, Indonesia, and Scandinavia, agreed to ex- 
tend the most-favored-nation treatment to Japanese 
goods beginning last September 10. The other 14 
members, including Great Britain, France, India, 
the Netherlands, and Belgium, invoked the so-called 
Article 35, an escape clause, under which they re- 
tain the right to impose higher tariffs against 
Japanese goods than against those of other countries. 
Applied in wholesale fashion, Article 35 makes 
Japan an inferior member of the GATT, and natur- 
ally Tokyo is vehemently protesting this treatment. 

As far as the United States is concerned, the tariff 
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concessions negotiated with Japan prior to its ad- 
mittance to the GATT membership to Japan meant 
the lowering of tariff rates on about 250 products. 
On about 80 items, tariffs were cut as much as 50 
per cent, while on the remainder cuts vary widely, 
from few percentage points up to about 35 per cent. 
The products affected include about 45 different 
types of cotton goods, including damask, gingham, 
colored prints, and others, and a wide range of 
other goods among which the most important are 
glsasware, dinnerware, toys, gloves, wool knit 
sweaters, mechanical pencils, electric light bulbs and 
lamps, floor coverings, aluminum foil, jute yarns, 
It has been estimated that the new tariff conces- 
sions may boost Japanese sales to the United States 
by about 15 to 20 per cent. On the basis of the 1954 
figures this would mean an increase of about $60 to 
$75 million in Japanese exports to this country. 
Actually, however, it appears that the increase will 
be much larger. This is because the Japanese drive 
to win the U. S. market was remarkably successful 
even before the lower tariff schedules began to 
operate. Japan’s exports to us in 1955 of wool and 
cotton rugs, towels, rayon table linen, bed linen, 
skins, cultured pearls, sweaters, hosiery, knitted 
goods, ready-made garments, and many other prod- 
ucts are far ahead of exports during the similar 
period of 1954. 
On the basis of U.S. data, our importsfrom Japan’ ' 
during the first nine months of 1955, at $260 million, 
were almost as large as our imports for the full year 
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Japan: Exports by Commodities 





(In millions of dollars) 














12 months 

1952 1953 1954 

TEXTILE PRODUCTS: 
Cotton yarn and cloth ........ 255 217 326 
Rayon and products .......... 127 124 174 
err ee 96 100 149 

METAL PRODUCTS: 
Machinery and equipment ..... 106 98 138 
NBGA SR, ao ak a Pe 34 46 31 
All other metal products ...... 361 193 245 

MISCELLANEOUS: 

Fish and sea products ........ 49 67 80 
Other food products ......... 50 63 56 
Lumber and wood products .... 34 40 73 
arate wher 5 wiaiaval som 'ee ave 37 aa 63 
Ces. Gn GON 2. ce ciwiass 40 41 52 
ND ai nik ac enaGxds estan ad 606 90 123 145 
dia athatearprela ee 1,289 1,156 1,532 


Total (* 
| *) Re-exports excluded. 
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1954. There is no doubt that 1955 will establish a 
postwar record and approach the level of Japanese 
exports to this country during the prosperous ‘twen- 
ties when the United States was buying some $350 
million worth of silk annually. Our 1954 silk imports 
were only $46 million. In other words, Japan is 
gradually overcoming — thanks in part to higher 
prices and in part to persistent diversification of 
her exports—not only the crippling handicaps which 
stemmed, from the loss of Manchuria and Korea, but 
also those handicaps which stemmed as in the case of 
silk, from a basic shift in the pattern of international 
trade. 


Lower Tariffs Instead of Higher Ones 
for U. S. Producers 


For years, some U. S. industries have been clamor- 
ing for greater protection against Japanese goods. 
By virtue of the tariff concession negotiated earlier 
in the year and the Japanese membership in the 
GATT, they will now actually be receiving less pro- 
tection, and this is stirring up resentment. For ex- 
ample, the United States is now “bound” under the 
most-favored-nation treatment not to impose any 
special tariff on Japanese fresh and frozen tuna fish, 
despite the fact that Japanese competition is keeping 
the West Coast fisherman from being fully employed. 
Almost half of the tuna packed by American can- 
neries is now Japanese-caught. Moreover, the can- 
neries themselves in turn are being threatened by 
Japanese canned products, which, however, pay an 
advalorem duty of about 35 per cent. 

The American optical industry has been com- 
plaining of the way the Japanese have been flooding 
the market here with opera glasses, binoculars, tele- 
scopes, and microscopes. Within a few years’ time, 
their sales were built up to about $5 million in 1954. 
Now competition is expected to be extended to other 
optical goods, including precision-made cameras, 
which compare favorably with the similar American 
and German products. There certainly will be a 
wider choice of Japanese toys and Christmas decora- 
tions, and probably at lower prices too. Increased 
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ee competition is bound to extend also 
to sewing machines, fountain pens, 
shower curtains, plastics of all sorts, 
cultured pearls, rabbit, mink, and 

squirrel skins, and paper goods. 
7 months Now and then, Japanese exporters 
1954 (1955 try to push cheap, inferior goods, as 
in the cases of the so-called “bamboo 
186 177 china” which is now being investi- 
97 123 gated. But by and large, Japanese 
78 91 producers have been deliberately 
moving into higher quality, some- 
80 88 times highly artistic merchandise, in 
15 35 an effort to develop a steadier and 
121-208 less competitive market. Both in- 
dividual exporting firms and the Jap- 
44 50 anese Government have imposed con- 
30 23 trols over the quality of the goods 
4 shipped. For example, exports of 
29 36 shirts are now prohibited unless they 
84 105 are preshrunk and colors guaranteed 
‘es (aes fast. The Japanese Government has 
, also been anxious to investigate com- 
plaints by American corporations 

———t ©4about unfair competition. 


Fears of Cotton Textile Industry 


Unquestionably the greatest resentment over fur- 
ther concessions to Japanese exports is felt by the 
American textile industry. Prosperous during the 
early postwar years when there was a big deferred 
demand here and abroad to be satisfied, the Ameri- 
can cotton textile industry has been fighting a losing 
battle to keep its share of the shrinking international 
market for cotton textiles. The market has been 
shrinking because every year more and more coun- 
tries, as they push their industrialization, become 
increasingly self-sufficient in cotton textiles. Cur- 
rently, U. S. exports of cotton textiles are down to 
about 600 million yards, which is about one-third of 
the postwar peak. As a textile exporter, the United 
States now ranks behind Japan, Great Britain, and 
India. While U. S. exports have declined sharply, 
Japan has been able to build up her exports, and in 
1954 her shipments of cotton textiles came to the 
equivalent of about 1,300 million yards, which 
was about as much as U. S. and British exports 
combined. 

Now the U. S. cotton textile industry, with more 
plant capacity than it needs, is faced with Japanese 
competition in its own domestic market. Naturally 
mill men are worried about the future. The blowup 
came a few months ago when it was revealed that 
in two months, July and August, Japanese cotton 
mills booked orders from U. S. buyers amounting to 
some 85 million yards of cotton grey goods, appar- 
ently in anticipation of lower tariffs. This was more 
than total U. S. cotton cloth imports for the full year 
1954, which amounted to 69 million yards. But this 
has not been all. U. S. orders for Japanese cotton 
garments have begun to pile up, too, and they are 
expected to add the equivalent of another 100 million 
yards to the purchases of grey goods. According to 
Japanese reports, some 3 million dozen garments 
will be shipped to the United States in 1955 as 
against only 200,000 dozen in 1954. This time gar- 
ment workers unions have been aroused, and last 
month three American blouse manufacturers were 
fined $60,000 for importing cheap Japanese blouses 
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that are to retail for about $1 apiece or less. About 
one-fifth of all cotton blouses sold in the United 
States are now being imported from Japan. 

However, Japanese competition cannot be blamed 
entirely for the troubles of the garment makers and 
of the cotton textile industry. Costs will increase 
substantially when U. S. garment makers have to 
pay the new national minimum wage of $1 per hour 
beginning next March, while Japanese textile and 
garment mill wages still average about $8 a week. 
Furthermore, while American cotton textile mills 
have brought down their costs by operating around 
the clock and by introducing automation wherever 
possible, they are stymied by Government support 
of raw cotton prices; it is estimated that raw cotton 
now accounts for about half the production cost 
of the finished fabric. Thus with the U. S. Govern- 
ment placing a floor under both raw cotton and 
labor costs, the cotton textile industry feels that it 
is entitled to some consideration too. In the opinion 
of the industry, this consideration should be a quota 
on Japanese cotton textile imports. The garment 
industry is asking for both quotas and tariff in- 
creases on blouses and other products. 


Japanese Export Drive Viewed From Abroad 


In many foreign countries, the local manu- 
facturers are even more alarmed than they are in 
the U. S. over Japan’s export drive, especially in 
the textile field. The Canadian textile manufacturers, 
for example, are sending frantic appeals to Ottawa 
for protection and quotas; yet they admit that 
“cotton shirts coming in now from Japan are usually 
well made and of good material.” Japanese garments 
are apparently snapped up by wholesalers and 
dealers who re-label them and sell them at handsome 
profits. 

The British as yet are not so much worried about 
Japanese competition in the home market, but are 
alarmed by the inroads made by Japanese products 
in what are traditionally British markets in Africa 
and Southeast Asia. In these markets, Japanese com- 
petition extends not only to textiles 
but also to sewing machines, bicycles, 
kerosene burners, textile machinery, 





Japanese exporters are the Near Eastern Arab | 
countries, Egypt in particular. In 1954, Japanese ex- 
ports to this area came to almost $80 million, as 
compared with $330 million from the United States. 


Reasons for Japanese Export Drive’s Success 


Less than a year and a half ago, Japan was con- 
sidered to be on the edge of bankruptcy. The gold | 
and dollar reserves were approaching exhaustion, ‘ 
the yen was overvalued, and exporters had to be | 
given special bonuses to sell their products abroad 
instead of on the booming domestic market. Today ‘ 
Japan is once more successfully competing in foreign 
markets. During the first eight months of 1955 Jap- 
anese exports were almost as large as for the full 
year 1954. There is little doubt that they will reach 
an all-time record before this year is over. 

How was this remarkable change accomplished ? 

The answer is simple. The Japanese have merely 
done what they were strongly advised to do: deflate, 
and reduce costs. And it is indeed a pity that, having 
done so and having thus helped themselves, they are 
now suspected of devious tricks. As a matter of 
fact, Japan is by no means out of the woods and, as 
will be seen, the success in export markets are rather 
precariously based. 

During the latter part of 1953, a retrenchment 
program was launched. The Bank of Japan imposed 
a stiff penalty rate on borrowings of commercial 
banks. The swollen bank credit which supported the 
boom in the home market and kept goods from ex- 
port markets was successfully deleted. The credit 
squeeze eliminated many weak enterprises, as well 
as those catering to the luxury trades. Prices began 
to decline and unemployment increased. In turn, un- 
employment and the huge supply of new labor com- 
ing every year on the market have kept Japanese 
wages low, whereas wages in other countries, in 
Western Europe and North America in particular, 
have been rising, largely because of over-full em- 
ployment. 


While wages have (Please turn to page 276) 



































electrical equipment, dyestuffs and Japan: Exports by Selected Countries 

other chemicals, and plastics. Japan 

has also ousted Great Britain from (In millions of dollars) 

her traditional position as the World’s 

chief exporter of new merchant ships. 12 months 7 months 
The leading clients for Japanese 1952 1953 1954 1954 1955 
ships, oil tankers, and ore carriers are 

ge en sag oe gs — ag WESTERN HEMISPHERE: 

2. a) SS Sey. ewe United States .............. 234 234 «= 283 95 150 
ever, the rise of Hongkong as an im- kei ohne was WW 22 78 31 9 
portant manufacturing center may ETS ae nee eee 9 16 49 19 28 
put the Japanese exporter of textiles, Other Latin America ........ 30 66 74 25 24 
gloves, buttons and umbrellas on his WESTERN EUROPE 
mettle. ; United Kingdom ........... 73 33 51 i 29 

Japanese exports to Latin America Pe ee ee 106 87 102 30 66 
have also been steadily growing, but at ALL OTHERS: 
$200 million in 1954 they were but a : 

: . a se coer eta 29 49 79 34 42 
fraction of U. S. exports, which ag- ES sine haa sénnneeas 60 105 120 66-26 
gregated some $3,200 million. Last ee ak vehi d xis 50 107 69 39 20 
year the chief gains were in textiles, Hong Kong .......-.-.-.-- $1 62 77 25 34 

Meat pian Ghamienin panes weed. EE bie ek aud ek wik 440 337 457 163 207 
pint — oe MEE cen chicccaveannn 150 156 =—-190 5898 
ucts, machinery, and precision instru- — —_ — 
ments, largely at the expense of U. S. 1.273 1,274 «1,629 596733 
products. Of growing importance for — sened 
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100 Active Stocks 


PART II 





Appraising 
Outlook For 




















By WARD GATES 


(Editor’s Note: This is the second and conclud- 
ing installment of “Appraising Outlook for 100 Ac- 
tive Stocks,” of which the first installment appeared 
in the last issue. For the benefit of readers who 
may not have had access to the first installment, we 
reprint in full the comments introductory as a guide 
to the individual analyses.) 


I, any year, with the approach of its close, 
a review of portfolio holdings is a necessity, to deter- 
mine whether individual securities should continue 
to be held or sold—and in what quantity—and, if 
the latter, whether they should be replaced and by 
what. Also tax considerations are important and 
should not be neglected. Inasmuch as there is only 
a comparatively brief period left before the calen- 
dar tax period end, investors must bestir themselves 
to take fullest advantage of the means open to them. 

In this particular year, a re-examination of port- 
folio holdings is especially called for because im- 
portant market changes have occurred in the past 
two years. Since the beginning of the 1953-55 bull 
market, starting in September 1953, some stocks 
have advanced substantially and others have lagged. 
In the first instance, many stocks have obviously dis- 
counted the earnings progress of their companies 
for a considerable period ahead. In the second in- 
stance, it may well be that some laggards of 1955 
will turn out to be good performers in 1956. In any 
case, a decision to retain stocks, or sell them, with 
the added problem of replacement, is called for. 

No one, of course, has ever learned to determine 
the exact price at which a stock is too high or too 
low. Still, through a practical means of comparison 
available to the investor, it can be determined that 
some stocks look high in comparison to others in 
their group, and others look low. This may turn out 
to be deceptive after an appraisal of all the relevant 
factors but the mere fact of difference in market 

valuation is important in itself. 

One of the things the investor must guard against 
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is to consider a stock high or low on the basis of 
market price alone. Some stocks can be quite cheap 
at = market prices and others dear at low market 
levels. 

There are two convenient yardsticks which, 
though by no means conclusive, are often a practi- 
cal guide. These are the well-known price x earnings 
ratio and the percentage yield. 

The price x earnings ratio of a stock should be 
compared with the ratio for other stocks in its group 
for an informed opinion as to its investment status. 
This will be particularily significant if the compari- 
son shows that over a period the price x earnings 
ratio for the stock is substantially higher or lower 
than for other stocks in its group Thus, if stock A 
consistently sells at a price 20-30 times earnings and 
stock B in the same industry sells at 10-15 times 
earnings, the question must be asked: Why does 
stock A normally receive a so much higher market 
rating than stock B? 

This is extremely important to know, for it may 
be a guide to future market action. A stock with a 
consistently high market valuation normally “acts” 
better in a declining market than a stock with a 
lower market valuation and, also, it tends to rally 
much more quickly when the market becomes strong 
again. The reason for this is that stocks with the 
best investment rating (best price x earnings ratio) 
generally meet with the strongest market support 
from important investment interests. Correspond- 
ingly, stocks with an inferior investment status re- 
ceive less support. 

It is suggested that the reader examine the ac- 
companying table which compares the price x earn- 
ings ratio of 50 active stocks, out of 100 stocks under 
review in this survey. (The remaining 50 will be 
presented in the next issue.) This table shows not 
only the current price x earnings ratio of each stock 
but compares it with its ratio when the market first 
started its two-year rise in September of 1953. The 
comparison enables the reader to determine how 
closely market price has kept pace with earnings, 
where there have been apparent excesses and where 


THE MAGAZINE OF WALL STREET 














OL a ee 


AS 








ri- 
Zs 
yer 


nd 
1es 
0es 
ket 


lay 
na 
ts’ > 
1a 
lly 
ng 
the 
io) 
ort 
nd- 
re- 


ac- 
rn- 


be 
not 
ock 
rst 
The 























the price, relatively, has not kept pace with earnings. 

Yield comparisons are also important but should 
be considered in connection with the price x earn- 
ings ratio. Stocks with characteristically high mar- 
ket valuation in relation to others of its group nor- 
mally sell to offer a low percentage yield. This may 
or may not be a disadvantage, depending on the 
uegree to which growth potentials, in the eyes of 
the investor, have been already discounted. If the 
stock has already discounted a good part of its 
earnings potentials, the low yield obviously is a 
doubly uninviting element, and should so be consid- 
ered by the investor. 

Whatever may be the basis of reasoning in taking 
investment action in this particular period of the 
market, it should be borne in mind that after two 
years of advance which only recently was interrupt- 
ed, the investor must decide whether he has more to 
risk than gain by continuing to maintain his posi- 
tion in stocks which have had the greatest advance. 
He must also decide whether, in view of the poten- 
tial vulnerability of the general market, it would 
be wise to continue ‘to hold those of his investments 
as were unproductive in the light of their poor per- 
formance in a rising market, on the basis that if 
they could not do well in a strong market they might 
be likely to do even more poorly in a declining mar- 
ket. He should also decide whether his portfolio po- 
sition can be materially improved by making sub- 
stitutions for issues which he believes should be dis- 
posed of. 

Such decision, of course, must be based on an ap- 
praisal of the position and outlook for each indi- 
vidual stock. In order to assist our readers, we have 
listed 100 active stocks, half the number of which 
appear in the following table, which we believe to be 
representative of the average investor’s holdings. 

We have briefly indicated our opinion as to which 
of these issues should be held; on which profits may 
be taken at least sufficient to mark down original 
costs; and which should be sold. Obviously, in the 
restricted space available for each stock, we are not 
able to cite all the factors entering our appraisal. 

PETROLEUM 

Cities Service: After the 2-for-1 stock split last 
Spring, the stock continued to make new highs but 
has reacted somewhat from peak prices. The in- 





revenues are derived, but political conditions there 
a long-range factor. Has strategic positions in 
United States and other nearby points. Stock divi- 
dends supplement small cash dividend, with the lat- 
ter earned three times over this year. Stock suited 
for conservative portfolios with low yield diminish- 
ing attractiveness for ordinary investors. Selling 
about in line with other quality oils on a price x 
earnings basis. 


Phillips Petroleum: Has distinct growth charac- 
teristics owing to extremely large natural gas and 
increasing petrochemical interests. Stock sells mod- 
erately above average price x earnings ratio for the 
group on an evaluation of chemical and natural gas 
prospects. May be retained on long-term basis and 
new purchases could be warranted on a sliding 
scale. 


Sinclair Oil: In comparison with other represen- 
tative oil stocks, Sinclair appears somewhat under- 
valued on a price x earnings reckoning. At current 
prices, the stock is selling at 9.8 x earnings com- 
pared with an average for the group of 11.5 times. 
The company has not yet completed its integration 
process but is well along the way through recent 
acquisitions. Due to expansion requirements, higher 
dividends, though easily within the capabilities of 
the company, may have to wait. The stock may be 
retained on a long-term speculative basis and new 
purchases, on a sliding scale, could be warranted. 


Socony Mobil-Oil: This stock is selling moderately 
under the average price x earnings ratio for the 
group—or, 10.5 vs. 11.5—and appears behind the 
market for other oil stocks of its grade. Dividends 
are well covered but due to capital requirements 
for continued enlargement of resources, higher pay- 
ments are not expected in the near future. The 
stock is a good long-term holding and new pur- 
chases could be warranted, on a sliding scale. 


Standard Oil of Calif.: This leading West Coast oil 
is selling a trifle above the average price x earnings 
ratio for the group. Very strong earnings position 
established over the years and enhanced through 
petrochemical and natural gas developments of 
great importance. After declaration of 5% stock 





creasingly integrated  struc- 
ture of the company makes for 
a steadily wider earnings basis 
but more immediate dynamism 


STOCK PRICES AS 
MULTIPLES OF DIVIDENDS 


dividend, stock now selling 
about midway between 1955 
high and low. Should be re- 
tained as long-term  invest- 





is offered by its wide participa- 
tion in offshore searches. With 
the average price x earnings 

ratio for representative oil j 
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| ment. New purchases, on slid- 
ing scale, warranted. 


Standard Oil of Ind.: Leading 





stocks around 11.5, the stock ** 
is about in line with industry 
valuations. The yield is rather 
low but may be supplemented 





Midwest oil company is in ac- 
| tive process of fullest integra- 





by small stock dividends. Stock 2° 
may be held on long-term basis 
but new purchases might be 
deferred until a more favor- 


| tion, with important and grow- 
ing participation in  petro- 
chemicals and with large nat- 

/ ural gas reserves. Stock selling 
AV on about a line with other good 


quality oils on a price x earn- 





able market opportunity pre- ‘5 ry 
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Market Valuation of 100 Leading Stocks 


(Part I1)—( Continued ) 





Estimated 
Earnings Indicated 


Price-Times 
Earnings Ratio 














Per Share 1955 Recent _— Sept. Recent Div. 
1955 — Dividend Price 1953 Price® Yield 
RAILS: + 
Atchison Top. & Santa Fe......$15.00 $ 7.00 144 5.8 9.6 4.8% 
Atlantic Coast Line ................ 5.00 2.00 42 6.6 8.4 47 
Baltimore & Ohio .................. 3.00 2.00 44 21.0 14.6 4.5 
Canadian Pacific .................... 2.50 1.50 31 10.2 12.4 4.8 
Chicago Milw. & St. P. ........ 4.60 2.50 24 7.2 5.2 10.4 
Chicago R. I. & Pace. .............. 11.00 5.00 82 3.9 7.4 6.0 
ea 8.35 3.1242 61 3.6 7.3 5.1 
OES PR. MONOD isin ccciccsccsecscenss 7.50 2.00 43 3.6 5.7 4.6 
N. Y. New Haven & Hart. .... 7.90 __....... 29 7.5 3.6 
Northern Pacific .................... 7.75 3.50 66 8.3 8.5 5.3 
CIES else svaustineiasiccas 3.25 1.50 26 6.4 8.0 5.7 
Seaboard Air Line ................ 9.00 5.00 74 8.9 8.2 6.7 
Southern Pacific .................... 7.00 3.50 56 5.2 8.0 6.2 
Southern Railway .................. 12.50 4.00 105 6.7 8.4 3.8 
RN IIE acbiccsuaectasosceccacabes 17.00 7.00 188 6.6 11.0 3.7 
UTILITIES: 
American Gas & Electric ...... 2.80 2.00! 49 10.4 17.5 4.0 
American Tel. & Tel. ............ 12.00 9.00 178 13.4 14.8 5.0 
Commonwealth Edison .......... 2.70 1.907 41 13.8 15.1 4.6 
| IE TIE chsccvcysscscccscnnces 3.10 2.40 49 12.5 15.8 48 
Consumers Power ...............0 3.25 2.20 51 11.7 15.7 43 
Florida Power & Light ............ 2.10 1.00 36 10.4 17.1 2.8 
Louisville Gas. & Elec. ............ 3.50 1.90 49 10.9 14.0 3.9 
Niagara Mohawk Power ...... 2.25 1.60 30 12.3 13.3 5.3 
Pacific Gas & Elec. ................ 3.20 2.20 49 11.5 15.3 4.4 
Southern Calif. Edison ........ 3.35 2.30 49 12.6 14.6 4.6 
West Penn. Electric ................ 2.00 95 26 12.4 13.0 3.6 





* Based on est. 1955 earnings per shrae. 
t Most rail earnings given here, “after funds”. 


1 Plus stock. 


2 Plus 3/10 share Nor. Ill. Gas. 
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Standard Oil of N. J.: The premier oil 
stock, SONJ’s earnings have expanded 
greatly in recent years. In recognition, 
directors recently recommended a 3-for-1 
split. Stock’s price x earnings ratio is 
higher than for the group’s average, re- 
flecting valuation placed on marked 
growth potentials. Cash dividend return 
raised. Stock at historically high level 
but should be retained for long-term in- 
vestment purposes. New-purchases should 
be deferred pending reaction. 

Texas Co.: This giant concern derives a 
substantial portion of revenues from for- 
eign sources but immense U. S. reserves 
give domestic resources exceptional im- 
portance. Stock is of the growth type and 
is a leader in group. Price x earnings 
ratio slightly above average but yield 
moderately above most others. Stock can 
be held for long-term investment and new 
purchases may be made on a sliding scale, 
on a market reaction from these levels. 


Union Oil of Calif.: Highly integrated 
West Coast oil company, in position sec- 
ond only to Standard of California. Sells 
at a price x earnings ratio appreciably 
under average for group, indicating po- 
tentials for higher market levels. Yield 
is also more attractive than on other good- 
grade oils. Stock may be held for long- 
term appreciation and new _ purchases 
could be warranted, on sliding scale. 


TIRE & RUBBER 


Firestone Tire & Rubber: Well-rounded 
leader in tire and rubber industry, com- 
pany occupies strong and expanding earn- 
ings base with further growth indicated. 
Stock selling slightly in excess of price x 
earnings ratio for group—10.8 vs. 10.3— 
and yield is on the low side, as is true of 
other leading rubber stocks. Stock may 
be held for long-term potentials but, in 
view of present elevated price, new pur- 
chases should await more attractive mar- 
ket levels. 


Goodrich (B. F.): The same general re- 
marks with reference to Firestone apply 
here. It shoud be noted that the stock 
sells at the highest price x earnings ratio 
of the group owing to the valuation placed 
on its rather exceptional growth record. 


Goodyear Tire & Rubber: Stock reason- 
ably priced in relation to other leaders in 
group. Earnings have steadily advanced 
in recent years. On a comparative basis, 
this issue seems cheaper than the two 
mentioned above. Stock should be held 
for long-term investment and new pur- 
chases might be considered, on a sliding 
scale. 


U.S. Rubber: Company has strongly re- 
inforced its position in post-war period 
and investment standing of stock has im- 
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proved. Sells at lowest price x earnings 
ratio of the Big Four but as investment 
quality improves, this gap should tend 
to disappear. Stock may be held on long- 
term basis and new purchases could be 
warranted, on sliding scale. 


STEEL 


Allegheny Ludlum: This stock has edged 
up to close to the price x earnings average 
ratio for the steel group—7.5 times vs. 
8.1 times for the group. Earnings are 
somewhat more volatile than basic steel 
owing to preponderance of specialty pro- 
duction but increasing titanium develop- 
ments offer good long-term prospects. 
Dividend extremely moderate in relation 
to earnings. Stock may be retained for 
long-term appreciation but present mar- 
ket levels are rather high and new pur- 
chases might be deferred until a better 
opportunity is available. 


Armco Steel: One of the strongest of the 
steel group, company has firmly estab- 
lished its earnings position. Stock split of 
2-for-1 a few months ago, recently fol- 
lowed by raise in quarterly cash dividend 
from 45 to 60 cents a share, this in re- 
sponse to sharp earnings increase this 
year. Stock sells at slightly lower price 
x earnings ratio than group average. The 
stock may be retained on long-term basis 
and new purchases, on sliding scale, could 
be warranted, especially on any reaction. 


Bethlehem Steel: Stock’s price x earnings 
ratio about on par with group average. 
Although stock has had a very substan- 
tial advance, could conceivably sell higher 
on its mammoth earnings, now and in 
prospect. A stock split seems indicated. 
Long-term holdings should not be dis- 
turbed. 


Colo. Fuel & Iron: Among the more 
speculative steel issues. Company has 
been active in strengthening its funda- 
mental position. Stock’s price x earnings 
ratio slightly under group average, which 
might be considered normal in view of 
irregular earnings record in recent years. 
The stock may be retained for longer-term 
speculative purposes but, for average in- 
vestor, other steel shares offer better 
prospects. 


Inand Steel: One of the best established 
of the steel companies, occupying impor- 
tant position in growing Chicago region. 
Owing to better investment quality, stock 
sells at higher price x earnings ratio than 
the group, as a whole. Yield is above- 
average for group, after raise in quarterly 
dividend from 75 cents to $1 a share, with 
year-end extra of 75 cents a share. Stocks 
should be retained with new purchases on 
sliding scale, in event of reaction from 
present levels. (Please turn to page 276) 
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Market Valuation of 100 Leading Stocks 


(Part I) —_ 





Estimated 
Earnings Indicated 


Price-Times 
Earnings Ratio 











Per Share 1955 Recent Sept. Recent Div. 
1955 —— Dividend Price 1953 Price* Yield 

PETROLEUM: 
RE IIE viibissnsriacdionacants $5.00 $ 2.00° 56 5.4 11.2 3.5% 
RN WO eka esi cescnksaiiass 7.50 2.25° 84 5.7 11.2 2.7 
I i ices 5.25 3.00 75 9.1 14.3 4.0 
I I acc ocsececseseweuns 5.60 2.70 55 5.4 9.8 4.9 
Socony Mobiloil .................... 5.50 2.50 58 5.6 10.5 43 
Standard Oil of Calif. ........ 7.35 3.00 88 7.4 11.9 3.4 
Standard Oil of Indiana 4.25 1.408 49 8.0 11.5 2.8 
Standard Oil of N. J. .......... 10.50 5.26 146 7.0 13.9 3.6 
Texas Co. ......... 9.00 4.25 119 6.9 13.2 3.5 
Union Oil of Calif. .............. 5.10 2.40 49 6.0 9.6 49 
RUBBER: 
Firestone Tire & Rubber ...... 7.00 2.50 76 4.5 10.8 3.3 
Beekteh TB. Bp nssccscaccs.... 5.50 2.00 72 7.3 13.1 2.7 
Goodyear Tire & Rubber ...... 5.75 2.00 59 4.1 10.2 3.4 
ee Ae NE aise cstaicinccrrcenen 5.50 2.00 43 4.4 7.8 4.6 
STEELS: 
Allegheny Ludlum .................. 8.25 2.20 62 5.6 75 3.5 
IN TI: ai cnisscissicesiessicccccanons . 6,00 1.95 46 4.6 7.6 4.2 
Bethlehem Steel ...................... 18.00 7.25 148 3.3 8.2 49 
Colorado Fuel & Iron ........ 3.79! 1.50 29 4.7 7.6 5.1 
| ee 4.25 82 5.2 9.1 5.1 
Jones & Laughlin 7.25 2.25 46 4.0 6.3 49 
National Steel ...... 6.50 3.50 66 5.9 10.1 5.3 
MD GOON oo ccsscsicsscecsecsses 5.25 2.50 47 4.3 9.0 5.3 
Se Ss MINED ca sb snictavatcenbatanances 6.50 2.60 56 43 8.6 4.6 
Youngstown Sheet & Tube.... 11.50 4.00 94 3.6 8.2 42 





* Based on Est. 1955 earnings per share. 


! Actual. 
* Plus stock. 


* Plus 1/150 sh. of $.0.N.J. 
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Expanding Sources 


by STANLEY DEVLIN 


Wier the age of nuclear energy, electronics, 
aerodynamics and the vast proliferation of products 
_ totally undreamed of even so short a period as a 
decade ago, has come a striking expansion in the 
search for new and rare metals and their application 
te modern technological processes. 

Paralleling this development is a sharp increase 
in investment for properties bearing these minerals 
and which are considered by specialists to hold great 
promise for future exploitation. Many of these 
. minerals, although known to ancient man, are being 
2mployed in increasing quantities to meet the de- 
mand for new metals and metal alloys. They possess 
yualities that enable them to stand up under terrific 
1eat such as that generated in jet combustion cham- 
vers, that resist corrosion by the elements and 
themicals and, in combination with one or both of 
chese qualities have comparative lightness in 
veight and yet have a high stress or yield strength. 

Among the “‘newer’”’ materials modern metallurgy 
las uncovered are minerals with such strange names 
is zirconium, boron, rhenium and cadmium. Then 
here are the more familiar, (largely because they 
1ave been publicized to a considerable extent) 
itanium, thorium, germanium and lithium, not to 
nention uranium and the older and vitally important 
Juminum, magnesium, and, of course, steel and 
opper which also should be placed in the family of 
ew metals as metallurgists, with new knowledge 
nd new concepts, develop new steel and copper 
lloys through the use of chromium, columbium, 
eryllium, and other alloying metals. 

Lest the investor come to the conclusion that ex- 
loitation of these rarer metals will mean an im- 
1ediate expansion of profits to the companies in- 
olved, they should be reminded of the many dis- 
ppointments connected with the earlier stages of 
evelopment of the more familiar rare metals. The 
low progress and sometime agonizing problems 
iat had to be surmounted in connection with pro- 
ucing titanium metal is a good example of the time 
ipse that can occur between the laboratory or pilot 
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plant stage to commercial production, albeit in some- 
what restricted quantity. But at that, it took alumi- 
num about 50 years, and iron several times that, to 
record the technological progress titanium metal has 
made since 1947. 


Progress in Metallurgy Becoming More Rapid 


This rate of progress attests the advances made in 
various branches of metallurgy in recent years. 
Future developments in metals should be more rapid 
as research continues to become even more effective 
than it is now with leading mining companies and 
others budgeting millions of dollars annually for 
expanding research facilities and the employment 
of an ever-increasing number of metallurgists, 
chemists and physicists to develop new metals and 
new processing methods. In the latter field, more 
companies are adopting the vacuum melting process 
having among other advantages the production of 
metals and alloys of high-purity and greatly in- 
creased tensile-strength, and having increased re- 
sistance to higher temperatures. These are important 
advances, but one of great value is that through 
vacuum melting resulting alloys are up to 100 times 
cleaner than those from the ordinary furnace, a fact 
of tremendous importance in the production of 
titanium and many other newer metals to meet the 
needs of supersonic jet planes, electronics and the 
atomic age. These will require a whole list of new 
metals and alloys including, as they are developed, 
such rare metals as germanium, zirconium, berylli- 
um, silicon, columbium, magnesium and beryllium. 
these comprising but a partial list. To this list should 
be added magnesium, molybdenum, and, of course, 
titanium, uranium, thorium, and rare earths. 


Some Moving Quickly in Commercial Production 
Some of these materials long ago emerged from 


laboratories to take their place in commercial pro- 
duction and use on an ascending scale. Both germani- 
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um and silicon, classed as semiconductors, are in 
increasing demand for transistors and for other 
electronic developments. The Atomic Energy Com- 
mission is expected soon to ask for offers up to two 
million pounds of zirconium and for “as much 
hafnium as can be produced” in the processing of 
the former metal to meet the Commission’s increas- 
ing needs of its nuclear reactor development pro- 
gram. In this connection, zirconium is rated a prime 
reactor structural material as it absorbs few of the 
neutrons generated by the fissioning material thus 
permitting the reactor’s atomic chain to progress 
without interference. On the other hand, hafnium, 
absorbs neutrons and is therefore used to make 
reactor control rods quench atomic “‘fires’’ when 
desired. 

It is interesting to note that zirconium has made 
possible a more forgeable magnesium alloy leading 
to the use of the metal in large castings for aircraft 
and as rotor hubs for helicopters. More recently 
there has been developed a magnesium-thorium alloy 
now being tested for high temperature uses. One 
such test has been made in a ram-jet engine by the 
Marquardt Aircraft Co., and it is believed it may 
turn out to be the best metal so far encountered 
for use in the 500° F to 700° F temperature range. 


Magnesium and Alloys 


The Dow Chemical Company, which began ex- 
tracting magnesium from Michigan brine in 1915, 
to meet World War I demand for incendiaries and 
flares, is the only major U. 8S. producer of this light- 
est of all structural materials. Easiest of all metals 
to machine, magnesium’s light weight and weld- 
ability allows unusually safe, fast and simple fabri- 
cation. Magnesium, like most new metals, got its 
start because of military needs, but as civilian fab- 
ricators have become more fully acquainted with 
magnesium as a metal, and with a growing supply 
in the form of sheet and plate from Dow’s new roll- 
ing mill, its use for civilian products is steadily in- 
creasing. It is estimated that civilian consumption 
of the metal this year will exceed the volume going 
to the military, with confident expectations that 
demand will continue to expand as major industries 
find important uses for the new magnesium products 
both as a material for product manufacture and 
tooling. Lightness and strength, the two chief quali- 
ties of magnesium have been spurring its use by 
industry. It has been adopted by manufacturers of 
hand luggage, portable hand tools, ladders, chain 
saws, and for casting many parts by the automobile 
industry. It is in increasing use in the production 
of plates for the printing trade and in handling 
equipment for bakeries, department stores and 
others. 


Uses for Lithium Appear Unlimited 


Lithium is another metal that since World War 
II has risen from obscurity to front rank status. 
Although this element in the form of lithium com- 
pounds had been used for a long time in the manu- 
facture of glass, storage batteries, ceramics and 
medicinals it achieved considerable prominence dur- 
ing the war years as a potentially important material 
in military operations. In the past decade, however, 
lithium compounds and minerals have developed as 
important applications in petroleum products, or- 


NOVEMBER 26, 1955 


ganic synthesis, air conditioning, welding, and metal- 
lurgy. In the latter field one of the more recent ex-} 
perimentation has been in a lithium-mganesium 
alloy, resistant to high temperatures. At present, the 
most widespread industrial use of lithium is in car- 
bonate form for porcelain enamel coatings and 
ceramic glazes. In porcelain enamels such as those 
used on pans and bathtubs, it results in a lower melt- 
ing point of the enamel frits, which flow more easily 
and permit the use of cheaper grades of steel. In 
ceramics, lithium carbonate produces a free-flowing 
glaze that can be fired at lower temperatures and 
in a shorter time, lowering production costs. 

Lithium is also a vital component of all-weather 
lubricants. For example, when such greases are 
applied to a vehicle located in sub-zero climate that 
vehicle can be transferred immediately to the tropics 
where it will operate with equal efficiency. In air 
conditioning, it is used as a de-humidifying agent 
for lithium chloride solution absorbs large amounts 
of water from the air. Lithium compounds are usec 
as de-gasifying or purifying agents in producing 
aluminum and copper alloys, and as fluxes in brazing 
and welding. 

During World War II, lithium compounds wer 
used as an immediate source of hydrogen for inflat 
ing radio antenna balloons for life rafts, for purify 
ing the air in submarines, de-icing airplanes, ant 
making signal flares. After the war consumption fel 
off, but by 1951 new uses had developed at sucl 
speed that lithium producers were unable to kee] 
up with demand. Further interest in the metal ha 
been aroused by reports emanating from the recen 
Geneva “Atoms-for-Peace’” Conference about it 
fusionable characteristics which give rise to specula 
tion regarding its potentials as a source of higk 
energy fuels. 


Major Lithium Producers 


Aside from such potentials, the outlook is for ir 
creasing industrial markets for lithium and its con 
pounds which is enough to spur exploration of add 
tional deposits to meet growing consumption. At tf 
present time, major producers of lithium are tt 
Lithium Corporation of America with properties i 
South Dakota and North Carolina, as well as lars 
ore reserves in Manitoba, Canada; The Foo 
Mineral Company which has a lithium mine in tl 
North Carolina area; American Potash & Chemic 
Corporation, producing lithium in the U. S., ar 
Africa. In addition to its lithium carbonate produ 
tion at Trona, Calif., American Potash has a su 
stantial interest, along with Selection Trust, Lt 
and The American Metal Co., Ltd., in a large lithiu 
deposit at Bikita in Southern Rhodesia, believed 
be one of the largest high-grade deposits of lithiu 
bearing ore. Stockpiling of this began last June wi 
the first shipment of 11,000 tons for processing ir 
lithium hydroxide at the company’s new $6 milli 
plant near San Antonio, Texas, which is schedul 
to go into operation possibly before the end of tl 
year. 


Columbium-Tantalum Metals 


Metallurgical advances and new processing tex 
nologies are not only broadening research activit 
in the development of new metal alloys to fill tom 
row’s needs, but stirring mining companies to | 















plore at home as well as in the far corners of the 
free world for deposits of the new and frequently 
the rare minerals. One of these is columbium. This 
is an element that for a long time seemed to be only 
an impurity in tantalum. Recently it has gained an 
increasing importance in metallurgy, particularly in 
the making of certain stainless steels, but which is 
now found to have potentialities in the production 
of alloys to withstand high temperatures, such as 
those generated in jet engines and gas turbines. Its 
companion element, tantalum, has also grown in im- 
portance because of its value in alloys used by the 
electronics industry. 
In a move to expand the sources of columbium- 
| tantalum, Kennecott Copper Corp., only recently 
acquired, subject to the approval of the Nigerian 
‘and British Governments, a controlling interest in 
\a columbium property in Nigeria, and only last sum- 
mer joined with the Molybdenum Corporation of 
America in plans to develop a large columbium- 
ltantalum deposit near Montreal, Quebec. Under the 
| agreement between the two companies, Kennecott 
would acquire a 51% interest in Molybdenum’s 


rights to the property which, it is said, also contains 
iron and phophorous and some uranium and thorium. 

At the same time, Kennecott is moving forward 
in other metallurgical research work. One of its 
present efforts is on the recovery of the rare metal 
rhenium from the molybdenite produced at its 
western mining divisions, along with selenium, a 
copper by-product, both of which have many applica- 
tions in electronics and the electrical field in general. 

Because of its high-melting point—5,750° F, its 
great tensile strength and resistance to corrosion, 
rhenium is important for special applications and 
which through research in metal fabrication 
Kenncott, in 1954, achieved methods of fabricating 
this rare metal into rod, wire and strip. At the same 
time it has been developing a continuous process 
for producing high purity titanium and has success- 
fully developed methods for extruding commercially 
titanium metal in various shapes for the aircraft 
manufacturers. Using the same methods, zirconium 
rod and tube have also been produced for the Atomic 
Energy Commission. 

(Please turn to page 281) 












































emmemeen 
Leading Companies in New Metals 
1954 1955 
Earnings Div. 9 Months Indicated 
Per Per Earnings Div. Per Price Range Recent Div. 
New Metals Share Share Per Share Share 1954 - 1955 Price Yield 
Allegheny Ludlum ..o.0..........ccccccsc... Titanium $ 2.30 $ 2.00 $ 5.92 $ 2.20 64 -28% 63 3.4% 
Amer. Potash & Chem. B .............. Lithium, Beryllium 3.98 2.00 4.55 2.372 10312-3138 102 2.3 
PI Os siccsssnssccssencsédsoavsaces Uranium, Aluminum 3.07 3.00 5.65 3.00 83 -2912 72 4.1 
Carborundum Co. ooo... ccccccccccoees Hafnium, Zirconium 1.92 1.40 2.28 1.45 40%4-28 34 4.2 
Climax Molybdenum ...................... Uranium, Thorium 6.07 3.00 5.34 3.00 8034-37 64 4.6 
Tungsten 
REET Magnesium 1.64! 1.00 514 1.00 60 -3334 57 1.7 
Eagle-Picher Co. o.......ccccccccccecceceoses Germanium 2.47 1.50 3.36 1.80 404-184 38 4.7 
Fansteel Metallurgical .................... Tantalum, Tungsten 1.23 .502 2.33 .752 3512-20% 34 22 
Columbium 
NS Sich eiescteacinisiin ec amree Titanium, Zirconium 3.14 802 2.89 .802 382-2034 32 25 
Uranium, Thorium 
Foote Mineral Co. .0........ cece Lithium 1.15 .35 58 .40 5412-15% 40 1.0 
Freeport Sulphur ............................. Cobalt 4.20 2.50 3.72 2.6212 95 -4512 92 3.5 
General Electric 200.000... ccccccccccecss Research in various 2.30 1.47 1.63 1.60 5634-29 50 3.2 
rare metals 
ee Platinum, Palladium 4.35 2.90 4.53 3.75 8752-3472 79 4.7 
Cobalt 
Kennecott Copper ......0........cccccccssss. Titanium, Columbium 7.20 6.00 7.58 6.00 12912-6452 120 5.0 
Uranium 
Lindsay Chemical ............................ Rare Earths 1.06 54 1.42 .60 48 -18 39 1.5 
IE esas cia scsicscacesctcacnsccusics Lithium . eo 215 39%2- 5% 32 
Molybdenum Corp. ..............0ccc0000 Tungsten, Molybdenum 51 .50 .86° .60 34 -18 27 2.2 
National Lead .......... Schdaanseesbavecoumbabel Titanium 3.05 2.10 2.86 2.50 88 -38 80 3.1 
| Republic Steel oo... cccecsseecnneee Titanium 3.55 2.43 4.09 2.50 5434-2334 51 49 
| Union Carbide & Carb. .................... Various rare metals 3.10 2.50 3.48 3.00 11614-7058 108 2.7 
Vanadium Corp. on... Uranium, Silicon 2.50 1.30 3.18 1.80 4712-181 37 4.8 
| — 
|} Year ended May 31, 1955. * Quarter ended August 31. 
|? Plus stock. 5 6 months 
3 Paid 5% in stock. : 
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i” eile dividends paid in the first six months of 
1955 to owners of common stocks listed on the New 
York Stock Exchange topped the $3 billion mark. 
Although total dividend disbursements set an all- 
time record for any similar period 137 companies 
failed to make payments. 

In contrast, out of 1,079 common stocks listed on 
the Exchange at mid-year, 942 paid one or more 
cash dividends between January and the end of 
June. In this group were 390 issues on which cash 
disbursements were higher than in the previous 
year; 472 on which the rate of dividend remained 
unchanged, and 80 which paid less. 

Measuring by dollar volume of cash dividends, 
the three leaders were the utility group of common 
stocks that received $627.8 million; petroleum and 
natural gas issues, $518.3 million, and pulling up 
in third place, the chemical group of common stocks 
on which the cash dividend payout amounted to 
$357.3 million. 


These statistics, while interesting, must be re- 








garded by an investor as generalities that, of neces- 
sity, havé no direct bearing on individual companies 
and their common stocks. For instance, the fact 
that the foregoing compilations show that shipbuild- 
ing and ship operating companies paid out 29.7% 
more in cash dividends in the first half of the cur- 
rent year over the like months of last year doesn’t 
justify the assumption that all companies in the 
group are prospering. 

On the contrary, one ship operating company, 
after paying dividends in the first half of this year, 
notwithstanding its comparatively poor results in 
1954, finally suspended dividend payments. Another 
in the same group, although earnings last year were 
down from the previous high level, but sufficient 
to maintain some cash dividend payments, decided 
to suspend payments until justified by retained 
earnings from its intercoastal operations. In this 
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particular case, it is quite probable that the decision 
was influenced by new fleet plans requiring sub- 
stantial capital expenditures. 

It is apparent that action by this latter company 
was largely for the purpose of conserving cash re- 
sources thereby limiting the amount it might have 
to borrow from banks or through issuance of new 
securities, a good policy that should bring the time 
of dividend resumption closer than would be other- 
wise possible. 


Prospects Brighter for Some 


Included in the list of non-dividend paying com- 
mon stocks are issues that have never paid a divi- 
dend from the time of organization. A few in this 
group appear to be so weighted down by senior 
capital obligations, that seldom, if ever, have they 
been able to show any appreciable earnings for 
their common stocks. Others, long among the non- 
dividend payers, now have built earning power up 
to where dividend prospects have brightened to 
such an extent that it is reasonable to believe cash 
disbursements on the common stocks may soon be 
made. Several of the non-dividend payers that have 
fallen from grace in recent years either because 
of a drop in earnings or for the purpose of strength- 
ening their finances appear to be in merely a tran- 
sient state, giving promise of resuming payments 
to common share-owners sometime next year. 

In the meantime, some of the non-dividend pay- 
ing common stocks continue to attract considerable 
speculative attention, but for the investor primarily 
interested in income, it would be advisable to make 
a careful analysis of issues in the non-dividend pay- 
ing group before making a commitment. 

The accompanying comments in the table on 34 
non-dividend payers should prove of interest to hold- 
ers of these stocks or to individuals who may be 
contemplating their purchase. —END 
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Statistical Comparison of 34 Non-Dividend Payers 
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1955 
Last Position 1953 1954 9 Months 
Date (Curr. Assets Earnings Div. Earnings Div. Earnings 
Div. to Curr. Per Per Per Per Per Price Range Recent 
Paid Liabilities) | Share Share Share Share Share 1953-1955 Price 
American Export Lines 6/15/54 2.4—1 $2.99 $1.50 $ .18 $ .75 $ .24° 20%.—11% 18 
American Motors . 6/24/54 1.9—1 — — d 1.95 374, 4 .80 aon Ot ° 
American Safety Razor 4/1/55 3.5—1 .60 .37 V2 52 .50 .14 9Yz— 6 . 
American Hawaiian S. S. 6/14/55 4.3—1 3.08 3.00 1.74 3.00 2.42 1011%.—48 7 - 
Armour & Co. 7/15/48 2.4—1 1.81 —_ o 3 —_— n.a. 16%— 814 ¥ 14 
Bigelow Sanford Carpet 3/1/52 5.9—1 3.32 se d om er Gey —- am ee 
Bullard Co. 6/30/55 1.6—1 6.59 3.00 6.61 4.00 "1.665 51%—17%, 29 
Byers (A. M.) Co. 5/1/54 6.3—1 3.65 2.00 d 3.22 .50 41.41 218% 29 
Case (J. I.) Co. 4/1/54 6.5—1 06 2.00 qd 53 .50 ad .20 19%—13% 14 | 
Chicago & North Western Ry. 12/27/50 1.4—1 1.91 — 411.23 ao 412.63 22 —10% 18 
Chickasha Cotton Oil 10/20/54 2.0—1 .09 — 2.31 .50 1.35 em 20 
Cudahy Packing Sees 4/15/49 1.7—1 x= ily : = ie = 4 Ye 8 
Felt & Tarrant Mfg. 3/30/55 5.8—1 .82 -80 -22 45 d .268 13Y%.— “~ + 
Grayson-Robinson Stores 10/30/53 3.6—1 70 ra" BY _ 712 oh 7 “a 
Ilinois Terminal R. R. 12/31/53) 1.4—1 1.33 -20 39 — .03 15%— 7% 15 | 
Lehigh Coal & inte 12/9/52) 1.7—1 21 — da 64 os wv? 14%— 7 a | 
Mack Trucks 1/15/54 3.0—1 1.63 — 85 5 2.05* 32Y%4,—10% 28 
Missouri-Kansas-Texas 1930 1.7—1 2.07 — ad .80 — 41.19 2154— 4 =< 





American Export Lines: Higher freight rates and good cargo and passenger 
demand presages improved 1955 net. Receipt of accrued subsidies would 
brighten dividend prospects. 
American Motors: Third quarter net profit of $1.5 million indicates increas- 
ing benefits of merger. Sizable deficit for full year, however, precludes 
near-term dividend action. 


American Safety Razor: Has yet to show results from efforts to revamp 
operations. Smaller net indicated for 1955. Dividend resumption not an 
immediate prospect. 

American-Hawaiian S. §.: Stock’s strong market tone reflects pending settle- 
ment, involving millions of dollars, by Government for ships requisitioned 
during the war. Near-term dividend payment possible. 

Armour & Co.: Profit margins in fiscal 1955 on increased sales volume 
should pull earnings up sharply. Near-term dividend resumption, however, 
unlikely. 

Bigelow-Sanford: With earnings for 9 months to Oct. 1, at $1.59 a share, 
company has just declared a 25-cent quarterly dividend, first since March, 
1952. 

Bullard Company: Heavy expenses starting up production on major new 


lines put company in red in 1955. Earnings increase next year could restore 
dividend. 


Byers (A. M.) Co.: Improved operations may eliminate most of current 
deficit. Struggle between management and insurgent shareowners further 
muddles dividend outlook. 


Case (J. I.) Co.: Closer costs and inventory control should help earnings, 


but immediate prospects fail to nourish hope for early dividend action. 
Chicago & Nw. Ry.: Continues to show operating deficit. Interest accumu- 
lations on debt and preferred dividend requirements make a dismal outlook 
for common. 

Chickasha Cotton Oil: Moderate earnings recovery possible, depending upon 
Government support and export policies, in fiscal 1956. Resumption of small 
dividend possible. 

Cudahy Packing: Probably closed fiscal 1955 in the black, but desire to 
improve working capital likely to cause deferment of dividend payment. 
Felt & Tarrant: Competition and new product expenses has cut ie 
capital and lowered earnings. Intensified sales efforts brighten 1956 outlo 
but dividend resumption not immediate. 

Grayson-Robinson: Major merchandising changes and large new suburban 


outlet expected to improve current fiscal year earnings. Dividends, however, 
appear to be some time away. 


Ilinois Terminal R. R.: Slight earnings gain indicated in current year. Has 
no substantial cash reserves. Dividend prospects remote. 

Lehigh Coal & Navi.: Elimination of unprofitable mining operations and 
improved rail earnings reflected in improving earnings. Near-term dividend 
declaration possible. 


Mack Trucks: Sharp earnings recovery in 1955 first half heightens hope for 
dividends in cash or stock in near-term. 


Missouri-Kansas-Texas: Preferred dividend arrears of $154 after 50-cent 
payment Jan. 3, 1956, a formidable roadblock to dividend on common. 











n.a.—Not available. 
d___Deficit. 
1—Old stock prior to 1947 reorganization. 
2—Year ended 7/31/55. 
3—Year ended 6/30/55. 
4—Plus stock. 


°—Paid dividend in stock. 

6—Paid 780 % stock dividend. 

7—Prior to spin-off; paid $2.10 in 1953, $3.45 in 1954 plus 4 
shares of TXL Oil Corp. 

8——6 months. 

°—-Quarter ended Sept. 30. 
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Statistical Comparison of 34 Non-Dividend Payers (Continued ) 
























































Current 1955 

Last Position 1953 1954 9 Months 

Date (Curr. Asseis Earnings Div. Earnings Div. Earnings 

Div. to Curr. Per Per Per Per Per Price Range Price 

Paid Liabilities) Share Share Share Share Share 1953-1955 Recent 
Motor Products 5/18/54 2.0—1 $6.62 $2.00 9$2.41 $ .50 ‘$ 409 26%—16% 25 
National Dep't. Stores 4/30/55 4.3—1 54 1.50 ad 17 1.00 d 1.938 285,—12 24 
N. Y., New Haven & Hart. 19311 1.3—1 3.09 == 4.86 ms 6.10 39 —19% 28 
Pabco Products 12/22/54 7.6—1 -90 .25 1.15 .25 1.30° 38Y%2—11% 36 
Phila. & Reading Corp. 7/1/53. 5.2—1 .07 .60 d 5.20 — ad .71 18%— 7% 16 
Seiberling Rubber 9/28/54 2.7—1 2.11 1.00 .02 .30 -89° 14 — 8% 13 
I creas asta e se toch pate sncnerhcnseuceageceonesacshests 12/1/52 1.5—1 41.24 o- 4474 — d 1.81 14%— 64, 6% 
Studebaker-Packard 3/2/54 2.0—1 — - — — d 1,50° 15%— 9 1 
Texas Instruments 5/30/53 2.9—1 .43 6 .40 — .228 16%— 5% 4121 
Texas Pacific Land Trust 12/10/54 n.a. —_ 7 — sf n.a 15%— 9 9 
Trans World Airlines 1/15/54 1.1—1 1.52 3.10 — 1.54 35Y%2—12%, 23 
TXL Oil Corp. None n.a. — — — _ 40 415%,—25% 27 
Virginia Carolina Chemical None 3.5—1 5.12 —_— 4.26 _ 2.28° 51%4—164% 36 
Western Maryland Ry. None 2.8—1 11.61 — 10.77 — 8.39 49 ,—20 30 
White Sewing Machine 8/1/53. 5.9—1 .08 75 a (84 — ad 01 125%— 4% 10 
Wilson & Co. 6/1/52 2.0—1 9 — 103 — na. 14%,— 7% 12 





Motor Products: Poor operating performance shown by earnings deficit in 
period of good business for the automotive industry. No basis for expecta- 
tion of early dividend resumption. 

Nat‘l. Dept. Stores: Continued earnings downtrend presages sizable deficit 
in current fiscal year. Putting stock back on dividend basis is something 
for the future. 

N. Y., New Haven & Hart.: Has shown substantial earnings gain, but need 
for cash to repair flood damage and for new equipment may delay dividend 
action. 

Pabco Products: Purchase of remaining 50% interest in Fibreboard Products 
major progress step. Need to finance acquisition likely to temporarily delay 
dividend action. 

Phil. & Reading Corp.: Efforts to diversify may eventually prove beneficial 
but current dependence on hard coal operations blights common dividend 
prospects. 

Seiberling Rubber: Indications are for sharp recovery in earnings this year. 
Arrears on preferred and need to conserve capital under diversification 
program may postpone common dividend. 

Servel: Reduced defense orders and inability to derive satisfactory profits 
from appliance products are major negative factors. Continuing deficits 
put common dividends out of the question. 

Studebaker-Packard: Further progress in consolidating merger benefits and 





n.a.—Not available. 
d__Deficit. 
1-Old stock prior to 1947 reorganization. 
2—Year ended 7/31/55. 
3—Year ended 6/30/55. 
4-Plus stock. 


anticipated good 1956 automobile market should improve earnings. Divi- 
end, however, appears remote. 

Texas Instruments: Steady uptrend in sales reflects continuing expansion of 

activities. Earnings still too small to warrant dividend payments. 

Texas Pacific Land: Mineral rights in lands owned and some other assets 

now vested in TXL Oil Corp. Retains title to cattle-grazing lands. Has yet 
to indicate dividend policy. 

Trans World Airlines: Earnings drop of 40% in 9 months total reflects non- 

recurring operating costs. Despite improved debt situation heavy capital 
costs may continue to delay dividends but basic position improving. 

TXL Oil Corp.: Establishing stock on dividend basis may be further deferred 
to company’s oil well drilling program. 

Virginia-Carolina Chem.: Lower earnings indicated for 1955. Dividend ar- 
rears of $73.50 per preferred share bar action on the common. 

Western Maryland Ry.: Dividend arrears on preferred postpones common 
dividend unless recapitalization plan is put into effect. 

White Sewing Machine: Declining sales and deficit operations rule out near- 
term dividends on the common stock. 

Wilson & Co.: Although expected to show fiscal 1955 earnings gain over 
$1.03 a share last year, no early resumption of common dividend is looked 
for. 





°——Paid dividend in stock. 

5—Paid 780 % stock dividend. 

7—Prior to spin-off; paid $2.10 in 1953, $3.45 in 1954 plus 4 
shares of TXL Oil Corp. 

*——6 months. 

Quarter ended Sept. 30. 
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A Comparative Analysis — 








TWO LEADING DAIRY COMPANIES 


By GEORGE 


ae February, Borden’s President Monta- 
gue, reviewing 1954 operations, informed stock- 
holders “We have just completed the best year in 
the history of the company.” National Dairy’s Pres- 
ident Stewart, in commenting on his company’s 
1954 business a few weeks later said practically the 
same thing in stating: “For National Dairy, 1954 
was a year of change and growth; earnings after 
taxes were at their peak, and our dividends reached 
a record high level.” 

Indications are that in their reports for the cur- 
rent year to be issued early in 1956, both company 
heads will be in a position to repeat their respective 
statements, or present reasonable facsimiles, re- 
garding 1955 results. 

Based on its showing for the nine months to last 
September 30, National Dairy will show new highs 
in net sales, whether measured in units or dollars, 
and in net profit. For the 1955 first nine months, 
net sales of $947.4 million were up by more than 
$30 million over the like period of 1954, and net 
profit after taxes increased to $2.22 a common share 
from $2.16, after giving effect to the 100% stock 
dividend in September of last year. From this show- 
ing it is evident that sales this year should set a 
new record high, well above the previous high of $1 
billion 232 million reached in 1953, and, of course, 
surpassing by a considerable margin 1954, the sec- 
ond best year in which sales, measured in dollars, 
amounted to $1 billion 210 million. Unit sales in the 
latter year were at a higher level, but dollar volume 
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dipped 1.7%, partly on smaller sales to the Govern- 
ment under its price support program and lower 
prices to the trade. Nevertheless, net profit for 
National Dairy in 1954 rose for the third succes- 
sive year, reaching a record high of $2.77 a common 
share as compared with $2.31 for 1953 and $2.11 
for 1952, after adjusting to the September, 1954, 
100% stock dividend. 


Huge Expansion Programs 


Although net profit last year made some gain 
over the previous year because of tax savings 
through the demise of the Federal excess profits tax, 
more important contributors to the improvement 
were the large volume of foods processed and sold, 
and the use of more efficient equipment and meth- 
ods, plant and distribution facilities having been 
brought to high efficiency. These achievements were 
partly reflected by 1954 net income increasing to 
3.1% of sales, from 2.50% on each dollar of sales in 
1953, and 2.40% in 1952. Through its program ini- 
tiated in 1945, National Dairy has invested over 
$270 million in modern equipment and new facili- 
ties. This total includes $37 million in capital ex- 
penditures last year and will be further increased 
to $300 million with the expenditure of $35 million 
more in 1955, putting the company in a still stronger 
competitive position and increasing operating effi- 
ciency. Benefits from this program should continue 
to inerease net income as a percentage of dollar sales 
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olume. This is indicated by the higher 1955 first 
fine month sales volume and record net income, 
ith net for the full year in excess of $3.00 a share 
or the 13,479,845 shares of capital stock now out- 
tanding. 








Borden Company, too, appears headed for record 
955 sales volume as measured both in units and 
lollars. Sales for the first nine months of this year 
ymounted to $603.2 million, an increase of $22.5 
illion over $580.7 million for the like period of 
1954. Net income for the nine months to last Sep- 
tember 30, of a little more than $16 million, was 
equal to $3.42 a share of capital stock, presaging 
et for all of 1955 in excess of 1954’s $4.82 a share 
after giving effect to the 10% stock dividend paid 
in October of that year. Like its competitor, Borden 
has also been bettering its profit margin, net income 
for 1954 being 2.93 cents for each dollar of sales 
as compared with 2.56 cents in 1953 and 2.30 cents 
in 1952, gains that reflect, in part, Borden’s ac- 
complishments through the installation of new and 
better equipment and improved methods that have 
increased production and distribution efficiency. 
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In the seven years since 1949, Borden’s capital 
expenditures for modernizing, replacing or expand- 
ing plants and equipment have run close to $100 
million. Most of this sum came from retained earn- 
ings totaling approximately $80 million while the 
net increase in the amount of borrowed capital, at 
present represented by 2%,% debentures, has been 
only $20 million, or from $35 million at the end of 
1947 to $55 million at 1954 year-end. 


Emphasis on Research 


Under this modernization and expansion pro- 
gram, plants and equipment in the fluid milk field 
at various points throughout the nation have under- 
gone extensive changes or have been replaced, in 
some instances, by new buildings and delivery 
equipment with mechanically refrigerated trucks. 
Through various acquisitions, milk 


important than ever before. As the company puts 
it, “shoppers must be ‘pre-sold’ before entering 
a swift-moving market in which a multiplicity of 
items competes for attention. Present-day adver- 
tising must create the desire for the Borden brand; 
while present-day merchandising must work to clinch 
the sale, to do the in-store (sales) promotion.” 

This is the type of research Borden’s is applying 
to many phases of today’s operations, including its 
fluid and dry milk, ice cream, cheese, and other 
food products made up of “None Such” mince meat, 
Borden’s instant chocolate, instant coffee, and Bor- 
den’s “Bake’n Eat Biscuits.” Further diversification 
is achieved by Borden’s chemical business having 
growth prospects through production of formalde- 
hyde, molding compounds and an increasing number 
of newer products, some of which introduced last 
year included wet strength resins for the paper in- 
dustry; latex paint thickeners and stabilizers; im- 
proved seaming adhesives for tinless metal contain- 
ers, and an improved shell mold resin for the 
foundry industry. Other Borden divisions are rep- 
resented by its Soy Processing Department pro- 
ducing special products, chiefly from soy beans, and 
its Feed Supplements Department, producing sup- 
plements for poultry and cattle feed. 

Both Borden’s and National Dairy have extensive 
operations in Canada, while in England, National’s 
sales gains have been such that the company is con- 
templating building a plant there. It is already 
constructing a plant in Australia and surveys in 
Germany show that larger manufacturing facilities 
will soon be needed as additional products are intro- 
duced. At home, National, carrying out its $300 
million (to date) postwar modernization and ex- 
pansion program, put three new plants in operation 
last year. These were a manufacturing plant for 
Kraft products, and two animal feeds plants, fol- 
lowed by the opening early in 1955 of a new “Seal- 
test” milk plant in Detroit, Mich. In addition, 
National penetrated into new territories by entering 
the Southwest last year (Please turn to page 284) 








operations were extended to several 





new territories in Illinois, Michigan, 


Statistical Comparison 





Iowa and Mississippi. Branches were 
also established for the first time in 
Arkansas through acquisition of the 
Parker Mayflower Dairy Co., of Lit- 
tle Rock and Purity Ice Cream & 


BORDEN COMPANY | 


CAPITALIZATION:* 
Long Term Debit (Mil.) .............. 
Preferred Stock 
Common Stock (No. of Shares).. 4,710,000 








NATIONAL DAIRY PRODUCTS 


CAPITALIZATION ** 
$ 55.0 I I Snnsccsccnscccsasssanes $ 98.6 
Bilas chlaceiaacian cots None | Preferred Stock ...................... None 


Common Stock (No. of Shares)..13,479,845 





























: as % Total Surplus (Mil.) ................ $126.9 Total Surplus (Mil.) ............c00 $201.0 
Milk Co., of Hot Springs. | . Working Capital (Mil.) $119.4 | Working Capital (Mil.) .............. $166.7 
Contributing to sales growth has Book Value (Per Share) $ 42.76 | Book Value (Per Share) .......... $ 19.91 
een energetic merchandising of spe- ee aa a Net Eomings Di. 
cialty products, and the introduction Sales rsd me | Sales Per Per 
of new products. In this connection, (Millions) Share Share | (Millions) Share Share 
“ « i « . ’ ~ « ; — | 
research at Borden’s has become in- _ ewe $542.9 $4.64 $2.25 $ 742.4 $2.03 $ .82 
creasingly important as an integral Pa 602.9 461 2.55 897.3 1.84 90 
part of every new product or mer- a lelinhisdiat 649.5 446 255 | 986.4 2.02 90 
chandising technique development. It VOAD seseressserenne sr 65.10 278 897.6 2.63 1.10 
: “ — " Pieaneaae 631.1 4.69 2.80 906.6 2.57 1.40 
goes even farther. At Borden’s, re- 4.20 2.80 1086.1 208 145 
search scientists investigate market 4.11 2.80 1141.2 2.12 1.50 
conditions before major product ex- — oS | 1232.1 2.32 = 1.50 
eriments get under way; consumers — | es 687 1.88 
P & yo 1955 (9 months).. 603.2 3.42)... | 1955 (9 months) 947.4 2.22 _..... 


test a product before it is marketed, 
and researchers study package de- 
signs for consumer appeal and recog- 
nition. Borden’s has been quick to 
recognize that the trend toward su- 


Price Range 1954-55 ....68%%-52'2 
Recent Price 
Indicated Div. ................ 
Indicated Yield .............. 





Price Range 1954-55 ....4434-31% 





Se casmauenaassia 63 Recent Price ..............00 
$2.80 | Indicated Div. ........ 
4.4% Indicated Yield 





permarkets and self-service made ad- 





* Bal. sheet items as of Dec. 31, 1954. 
' Plus 10% stock div. 




















vertising and merchandising more 


** Bal. sheet items as of Dec. 31, 1954. | 
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THE EDITORS’ 


INVESTMENT CLINIC 


= 


(Editor’s Note: The three “cases” presented here 
are typical of the mistakes made by many investors. 
Each is based on letters received from subscribers 
and is representative of a particular investment 
problem. We cite the problem and suggest the 
remedy.) 


Case No. 12 


This is the case of the investor—and there were 
too many of them—who “forgot” that the conversion 
privilege of his American Telephone & Telegraph 
234,% debentures expired along with the redemp- 
tion of the issue last March 1. This little bit of 
forgetfulness cost guilty investors, collectively, the 
staggering sum of $3,626,600, according to the offi- 
cial company tally. It seems amazing that investors 
could, without the slightest reason for it, throw 
away such large sums of money. Yet they did. This 
is what happened: 

On March 1, A. T. & T. called in its $38,592,800 
of the then unconverted and outstanding 23/4,% de- 
bentures of 1961. This was done after long and 
ample preliminary warning by the company to hold- 
ers of the bonds. Yet about 10% of these people 
failed to heed the warning and allowed the redemp- 
tion day to go by without turning in their bonds. 

Up to March 1 the conversion feature was still 
good, so that if the holders had converted the bonds 
in time they would either have had a valuable con- 
version privilege—worth the equivalent of nearly 
$400 per $1,000 bond—or, if they sold the bonds in 
the open market prior to the redemption date, they 
could have received the then going price of 137 for 
the bonds. By neglecting to do anything, however, 
the bondholders could only receive 103, the price 
at which the company called the bonds. Thus, the 
holder sustained a loss of $340 per $1,000 bond. 

Obviously, such neglect is costly. Sometimes, how- 
ever, it is not a matter of neglect, but a case of the 
investor being in some far-off land with no oppor- 
tunity to get back in time. Or he may be ill and 
have more important things on his mind than even 
money. It would seem that the best thing for the 


264 


A Trio of Investment Pitfalls 


investor, who is unable to take care of these thing; 
for himself, is to give some authorized person or 
agency powers to make the necessary arrangements 
to consummate security transactions. 

As for persons in a position to handle details 
themselves, they should have available at all time 
a list of securities which may be called, or on which 
the conversion privilege is about to change or ex- 
pire. This will avoid needless lapses. By avoiding 
the risk of depending on memory alone, he will be 
able to take care of his interests efficiently. We re- 
iterate—as we have many times before in these 
columns—be sure, at all times, to keep accurate and 
complete records of all of your security transactions. 


Case No. 13 
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Procrastination in the marketplace has _ been 
known to cause nervous upset. Many painstaking 
investors, finally convinced that certain stocks are 
worth buying, permit inertia to get in the way of 


a well-rounded investment program. Failure to act, | 


once they have become convinced that economic 
trends are favorable, markets are ripe for the prod- 
ucts, the companies are progressive and the stocks 
are priced right, may be due to the they-won’t-run- 
away philosophy or the pick-them-up-cheaper idea. 
And, let’s face it, sheer laziness on the part of some 
individuals. 

Once they have begun to “run away” the thought 
of “picking them up cheaper” must be dismissed, of 
course, and, likely as not, the selections so astutely 
made are discarded Now, comes the first stage of 
the nervous upset. Gone is the inertia, to be re- 
placed by an overwhelming need for action—almost 
any kind of action. 

It is at just such a time that investors are in the 
direst peril of ignoring the greatest pitfalls. The 
frustration born of original failure to act can lead 
investors to commit the sort of financial folly that 
almost invariably is attendant upon hasty decisions. 
It’s bad enough to have missed the boat, but that’s 
scarcely a reason for jumping into the sea. 

Yet, time without Ln: investors who have 
failed to latch onto prime equities in a market up- 
surge have settled for lesser quality. Where once 
they had in mind a company in a certain industry, 
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ly to have missed the opportunity because a brisk 

e ensued before they could bring themselves to 
t, they now are in a mood to settle for another 
ue in the same group, for no other reason than 
at the new choice has failed to partake of the 
vance. In this state of mind, such investors have 
ken leave of their critical faculties, their habits 
painstaking study and their goal of a well- 
unded investment program. 

There is, unfortunately, no simple recipe for 
uecess in investment enterprise, but many of the 
gredients are akin to the qualities required for 
yorable results in other fields. Thus, alternate 
rocrastination and haste is scarcely a formula 
at business people would follow in their daily 
fairs, yet, surprisingly enough, they have been 
nown to ignore the most rudimentary precepts 
n managing their investments. 

The investor most likely to succeed is the fellow 
who has garnered all of the pertinent data and 
sought out the best counsel available—then acted. 
jt may even be that the issue of his choice will seek 
a slightly lower level before moving forward. But 
he has established a position in the equity of his 
choice and, over the long haul, is almost certain to 
derive important benefits from his decisive action. 
He will also have avoided the perils arising out of 
the nervous upset that lead to “second best” choices. 
“Nervous upset” may seem a rather 
strong term to apply in such instances, but 
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) 
mae it must be obvious to any long-time student 
fe ye. of the financial community that there are 
these} People who are not emotionally equipped 
: and} to cope with the vicissitudes of the market- 
ions | Place. Common symptoms, in addition to 
“| the aforementioned “nerves,” inertia and 
frustration, are lack of patience and an un- 
willingness to settle for what they originally sought. 
Typical of the latter is the fellow who bought for 
een yield, but swiftly became dissatisfied with pace of 
cing growth and price appreciation. Equally typical is 
are the fellow who bought the growth stock and soon 
- of wanted to liquidate his holdings because of the 
act, | Meager return. 
mic Case No. 14 
od- 
ks There were times last summer when the surging 
in- | market left the yields from leading common stocks 
Pa. behind the return to be had from high-grade bonds. 
ne This situation, of course, led, in many instances, to 
ht liquidation of stockholdings and their replacement 


b with bonds. This policy was pursued by many con- 
of servative investors and groups whose resources are 


ly | considerable and whose primary concern is yield 
tf | with safety. 

_ Our concern here is for individuals who place 
st major stress on yield while giving only superficial 


attention to the safety factor. This quest for high 
e yields—7%, 8% and even more—can lead the un- 
e wary stockholder into becoming a “stuckholder.” 
1 Such a danger is especially great 
in a market that approaches his- 
toric high levels, resulting in 
sharply pared dividend rates for 
leading equities. Secondary is- 
sues, which often fail to attract 
investment interest even in such a 
market, thus continue to provide 
the high yields that were prevalent 
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when the market was in a de- 
pressed state. The kind of reason- 
ing that prompts the individual to 
buy stocks with the substantial 
yields indicated in the foregoing 
can easily result in sizable “paper 
losses” that will keep him locked 
into that issue for years to come— 
or even forever, as many a pro- 
bated will has attested. 

The fellow who makes a fetish of dividend yield 
to the exclusion of every other valid consideration 
isn’t likely to be deterred by the “thin cover” in his 
newly-acquired, high-yielding equity. He has been 
tempted by the issue selling at 20 and paying an 
annual dividend of $1.50, providing a tidy return 
of 714%, ignoring the steady erosion in earnings. 
A more balanced view of the company’s prospects 
might have led this investor to conclude that the 
progressive dwindling of earnings would lead to a 
pared dividend, or that a period of deficit operations 
impended and would be followed by omission of the 
dividend. 

This is the kind of pitfall that confronts many of 
our senior citizens who turn to the shares market 
for investment income. Determined not to draw on 
their resources, they turn to high-yielding stocks to 
provide them with sufficient income to achieve this 
end. While it is easy to understand the 
willingness of such people to saerifice the 
chances for capital gains, a stake in a 
dynamic entity or even ordinary growth, 
it is a source of bafflement that people 
jeopardize the savings of a lifetime to 
wrest a high dividend return that rests on 
a shaky foundation. 

To be sure, there have been periods in 
the market—and not so long ago either—when the 
high rate of return was widespread. Thus, as re- 
cently as 1953 United States Steel was priced to 
yield 9% and similarly high yields were available 
in other pivotal issues. Those who had the fore- 
sight and courage to buy stocks in the weak markets 
of that day and hold onto them now are getting 
yields, on the basis of the original investment, on 
the order of 15%. 

However, stocks have come a long way in the 
past two years, often rising three-fold and more. 
Laggard issues, of course, continue to provide the 
high rate of return that was common at the start 
of the rise in the market. Those who place primary 
emphasis on yield frequently have no trouble in 
convincing themselves that they have found a 
“sleeper.” Such discoveries, it is true, are not un- 
known, but the admonition to investigate before 
investing can not be emphasized strongly enough 
where the attraction is 7% and 8% at a time when 
few companies offer as much as 5%. Not to consider 
all of the hazards is to risk not only the loss of 
dividends, but the loss of irreplaceable savings. 

There have been numerous instances of investors 
foresaking strong equities bought two years ago 
because the value of their stock has risen to a point 
where the dividend return is less than 5% and sub- 
stituting in their portfolio the shares of a company 
that offers the yield that was available in the other 
issue at time of purchase. Aside from the “tax bite,” 
which could be considerable, they have risked the 
loss of a stake in a great, growing company for an 
equity in a static business. —END 
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Seasonal Trend 

Stock prices have nearly always 
shown more strength than weak- 
ness in late December and the 
forepart of January, thereby 
establishing a strong precedent 
of “seasonal year-end rise’. The 
factual basis for it is cessation 
of tax selling on the one hand; 
and reinvestment, mostly of some 
of the heavy December dividend 
income, on the other hand. The 
psychological basis, varying in 
degree from year to year, is more 
conjectural. Reflecting the season- 
al lift, the Dow industrial average 
has had net gains for December 
as a whole in 41 years of its 
history, net declines in 16 years; 
rails gained in 34 years, lost 
ground in 23. For January, the 
industrial average gained in 36 
years, lost ground in 21, compared 
with 34 years and 23 years, re- 
spectively for rails. There is doubt 
that last year’s December net rise 
of 5.8% by the industrial average 
and over 10% by rails will be 
equalled this year. Possibility of 
reward in any year is too un- 
certain to justify buying stocks 
merely for short-term gain on a 
year-end swing. Those who now 
wish to get out of relatively de- 
pressed stocks, for other than 
tax-adjustment purposes, may 
well get somewhat better prices 
by waiting for year-end rallies. 
In the case of stocks not subject 
to tax selling, it is sheer guess- 
work whether late December or 
early January prices will be ma- 
terially above levels at this writ- 
ing, taking into account the sub- 
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stantial recovery from the October 
low pcint already recorded. 
Stocks 

Among stocks showing above- 
average strength at this writing 
are American Home Products, 
American Steel Foundries, Chain 
Belt, American Potash, Cincinnati 
Milling Machine, Crucible Steel, 
Halliburton, Hercules Powder, 
Fruehauf Trailer, General Foods, 
McCord, Montgomery Ward, 
General Motors, Southern Rail- 
way, Sterling Drug, Pittston, 
Schering, Simonds Saw and 
Standard Oil (New Jersey). Stocks 
currently performing more or less 
poorly include Celanese, Dan 
River Mills, Goebel Brewing, 
Pfeiffer Brewing, Divco, General 
Baking, Gould Batteries, Hazel 
Atlas Glass, Sheaffer Pen, Fed- 
ders-Quigan, Homestake, Hiram 
Walker, Schenley, National Dis- 
tillers, Westinghouse Electric, and 
York Corp. 


Air Transport 
In the coming costly transition 
to jet liners, the air line com- 
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00d” 
ain f 
rill be 
y sm 
s the 
ver 
panies will be on the paying endhorts 
the commercial transport makershear 
on the receiving end. The latterkhe f 
will have heavy initial develop- ugge 
ment costs, making it impossible aps 
to estimate the profitability off; wv 
this business; but their commer-|gupe 
cial business has generally been|ent 
more lucrative than defense bus-|near 
iness, and that rule will no doubt }mor 
prevail at least after they “getlto b 
rolling” on jet and turbo-prop }any 
air liners. Relative to over-all }10% 
order backlogs, the two leaders in |tent 
jet-liner orders are Douglas Air- |the 
craft and Lockheed. As of Sep- }tior 
tember 30, the former had about : 
$450 million of a total backlog of | Div 
$1.8 billion in orders for commer- : 
cial transports; and subsequent 
jet-liner orders booked to date 
total $325 million. As of the same [ne 
date, Lockheed’s orders for com- }of 
mercial liners, including turbo- fin 
prop planes, approximated $430 | p< 
million, out of a total backlog of | re 
around $1.2 billion. In both cases, | §' 
military sales figure to hold at a i) 
high level over at least the next | © 























INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1955 1954 
Aluminum Co. of America ...............0ccccccccceeeee 9 mos. Sept. 30 $2.65 $1.44 
American Safety Razor .................ccccccccceeeceeeee Quar. Sept. 30 38 WW 
Bartlohews Steel Carp. ...........cccccccccsscscccccessase Quar. Sept. 30 4.04 2.53 
Fansteel Metallurgical Corp. ....................c000 9 mos. Sept. 30 2.33 .67 
eT oc consssscssiansasnnesissesimcsmiia Quar. Sept. 30 99 45 
American Brake Shoe ................ccccccccscseceeseeees Quar. Sept. 30 76 48 
UI NIE MOIR, vasececpseccascesesscssscsecosacasoses Quar. Sept. 30 1.37 1.14 
NN I US oss vovecicanccicnsdsesonssiocs Quar. Sept. 30 .90 59 
RN Si chap sosnnesaécecciacatunieares Quar. Sept. 30 2.38 1.37 
eee 9 mos. Sept. 30 1.97 .70 

Sasa 
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eral years; and additional 
okings for commercial jet liners 
» probable. Douglas may net 
ound $9 a share this year, 
minst 1954’s $9.80. Including 
as, dividends ($2 regular 
e) should moderately exceed 
st year’s $4.33 (adjusted for the 
for-2 stock split last March). 
ekheed may earn $6.50 or so 
share, compared with 1954’s 
‘94. Dividends are on a regular 
40 annual rate. With Douglas 
ww around 79, Lockheed around 
, against earlier 1955 highs of 
Y¥, and 6414, respectively, both 
ocks have above-average specu- 
tive merit over the long term. 
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Corporate profits can be “too 
ood” in the sense that sharp 
ain from a reduced earlier level 
ill be followed in no great time 
smaller gain or no gain. That 
s the present situation. Study of 
ver 500 industrial-company re- 
E endhorts shows an average year-to- 
lakershear profit gain of about 33% in 
latterfhe first nine months of 1955, 
velop-kuggesting full-year earnings per- 
Ssiblefaps 30% or so above last year’s. 
‘Y off would take an_ inflationary 
imer-kkyuperboom, imposed on the pre- 
been kent boom, to come anywhere 
bus-fnear that rate of gain in 1956. A 
loubt Imore likely projection would seem 

















“get hto be a 1956 profit level ranging 
Prop fanywhere between 10% above to 
r-all}10% below this year’s. This is 
'S 10 [tentative “thinking out loud” at 
Air- the present stage, not a predic- 
>€p- | tion. 

out 

yr of | Dividend News 

1er- As usual in a good year, No- 
ent | vember brings the heaviest con- 
ate [centration of cheering dividend 
me [news, both as regards declaration 
m- fof year-end extras and increases 
bo- fin quarterly rates for December 
30 fpayment. This recent and cur- 


of |rent market stimulant is the 
es, | Strongest ever experienced. 
gq | Whether it, and sharply higher 
xt | earnings, can put either the in- 


dustrial or the rail average back 
to or above the September bull- 
market highs is questionable; and 
the test should be a revealing one. 
If the recent market recovery 
falters below or around the Sep- 
tember highs, some degree of re- 
action within the trading range 
marked out since late September 
would be minimum reasonable ex- 
pectation. Total dividend pay- 
ments by companies making pub- 
lic reports gained about 5% from 
a year ago in the first quarter of 
1955, 11% in the second period 
and 13% in the third quarter. 
The latter rise is likely to be at 
least equalled, and may be moder- 
ately extended, in the present 
final quarter. But this leaves less 
“dividend meat” for the market 
to feed on for some months after 
the turn of the year. No matter 
how optimistic corporate manage- 
ments might be at the start of 
any year, they do not translate 
hopes into dividend policy much 
in advance of the hatching of the 
“profit chickens” in terms of 
adequate assurance about full- 
year earnings. 


Promising Utility 

Around 47 in a 1955 range of 
4974-4114, yielding nearly 4.7% 
on a $2.20 dividend basis, Utah 
Power & Light is a promising 
growth-utility stock. In the post- 
war period revenue and net in- 
come have risen considerably 
more than the average for the 
electric power industry, reflecting 
above-average population growth 
and increasing industralization 
in the company’s service area, 
including steel, chemicals, oil re- 
fining, copper and iron ore min- 
ing, among other activities. Earn- 
ings this year are expected to 
approach $3.15 a share, against 
$2.88 last year on fewer outstand- 
ing shares. Dividend payments 
have been increased seven times 
in the past nine years, for a total 
rise of 83%. Periodic further 
boosts are no doubt ahead. Pur- 








Allis-Chalmers Mfg. 
Atlantic Refining .. 

Granby Cons. Mng. S. & P. 
Krager Co. . 

Penna. Salt Mfg. 

General Outdoor Adver. 
Lorillard (P.) Co. ..... 
National Biscuit Co. .... 
Baldwin Lima Hamilton ....... 
Maytag Co. ............ 











DECREASES SHOWN IN RECENT EARNINGS REPORTS 








1955 1954 
9 mos. Sept. 30 $4.43 $5.53 
9 mos. Sept. 30 2.61 2.84 
Quar. Sept. 30 -16 .27 | 
16 weeks Oct. 8 -98 1.10 
Quar. Sept. 30 55 71 
9 mos. Sept. 30 2.96 3.03 
Quar. Sept. 30 .45 .60 
Quar. Sept. 30 .60 .78 
..» 9 mos. Sept. 30 -26 -62 
. Quar. Sept. 30 .67 .82 
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chases of the stock should be 
adequately rewarding in income 
return and gradual longer-range 
appreciation. 


Deals 


Insider knowledge of pending 
merger deals generally brings an 
advance run-up in the stock of 
the company which is to be 
acquired. For outsiders attempt- 
ing to profit on such deals, it is 
a tricky and risky business. You 
do not have a great deal to go on 
except rumor. Often, with a deal 
virtually in the bag, the rumor 
will be officially denied; and after 
the actual sign-up it will be ex- 
plained that the denial was techni- 
cally correct when made. In other 
instances, the denial of a rumored 
merger is unequivocal, or it is 
stated that negotiations had been 
under way but have been broken 
off. In such cases, the affected 
stock declines. Insiders were in a 
position to make money by know- 
ing about the merger of Lion Oil 
into Monsanto Chemical and the 
deal whereby Gulf Oil is to get 
Warren Petroleum. There have 
been many other instances. Out- 
siders lost some money on Clinton 
Foods and Stewart Warner deals 
which failed to come off, to cite 
only two such examples. Money 
can be made in “special-situation” 
stocks having one gimmick or 
another. But the margin for error 
in selections is wide. Over the 
years, you are bound to fare 
better in stocks of front-line com- 
panies. If you get hung up in Dow 
Chemical, or Eastman Kodak or 
National Lead, or U. S. Steel, it 
is because you are wrong on the 
market, not on the stock selection. 
No “gimmicks” are involved. In 
time, whether soon or after a 
long wait, the market will bale 
you out on front-line stocks. 
Mistakes on “gimmick” stocks 
are more likely to be permanent. 


Pure Oil 

This medium-sized oil company 
is well integrated, is relatively 
strong in oil and natural gas re- 
serves, is making a good showing 
in sales and earnings, and appears 
to have one of the best long-range 
potentials in the industry. Earn- 
ings may be around $3.75 to $3.80 
a share this year, against last 
year’s $3.56. Conservatively- 
stated gas and oil reserves have 
an indicated value of over $80 a 
share, one of the highest per- 
share figures in the oil-stock 


group. Around 37, the stock is 
(Please turn to page 288) 
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WHAT’S AHEAD FOR BUSINESS? 


By E. K. A. 


The sum total of department-store sales across the nation 
has shown, without exception, an increase each week since 
early spring. It is no wonder, therefore, that merchants, stand- 
ing on top of the traditional Christmas season of heavy shop- 
ping, expect all previous records to fall. 

Just about everything is 
in their favor. Thus, per- 
sonal consumption expendi- 
tures led the third-quarter 
upsurge in the economy, 
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BUSINESS ACTIVITY 


PER CAPITA BASIS 


mW. S. INDEX rising $5.5 billion at an an- 
nual rate to a total of $256 
200 - billion. With consumer 
prices showing only negli- 
4 gible over-all variation, the 
20 4 increase was about as large 
in physical volume as in dol- 
7 lar value. Shedding the lan- 

220 


guage of the economists, it 
would be fair to translate 
this to mean that the public 
has money to spend and is 
eager to spend it. Indeed, 
people are spending about 
94 cents of each dollar they 
have left after taxes. And 
that is 2 cents per dollar 
greater than the spending 
of a year ago. In addition, 
the Christmas savings clubs 
operated by the banks are 
now readying $200 million 
in checks that will go out 
to 2 million members — a 
large part of which will find 
its way across store count- 
ers in the days ahead. 
While the Christmas sell- 
ing season is_ relatively 
brief, with many _ people 
neglecting their shopping 
until the last few days, its 
importance to the retail 
field is out of all propor- 
tion to the time period. For 
example, roughly half of 
the toys and games sold by 
stores over the course of a 
year are disposed of in the 
seven weeks before the 
Yuletide. Over the same 
period, these stores will sell 
more than 20% of their 
annual volume of radios 
and _ television _ receivers, 
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more than 25% of 
their annual sales 
of silverware and 
jewelry, 35% of 
their year’s sales 
of books and sta- 
tionery, and 40% 
of their entire 
year’s volume of 
handkerchiefs. 
However, the 
glowing picture of 
retail sales, viewed 
from the national 
standpoint, loses 
some of its flush on 
regional _inspec- 
tion. Thus, such re- 
gions as the At- 
lanta, Cleveland 


and Dallas areas have made enormous gains in the year thie 





date—on the order of 10%. The New York, Boston and Minny 
neapolis regions have registered only modest gains. hea 

The New England area, of course; has sustained a sharppfte 
setback as a result of recent floods, which have damagedgnc 


whole communities, leading to loss of homes and jobs. Other 


1 


sections, such as Minneapolis and vicinity, are heavily de-pf. 
pendent on high farm income for a general state of pros-inc 
perity. This has not been an especially good year for Ameri-§e 
can farmers and the decline in their income, on the order}h¢ 


of 5%, has been reflected in retail ovtlets. 


o 

The Southeast, centering around Atlanta, also is dependent, 7} 
in substantial measure, on high farm income. But that region g¢ 
has been acquiring new industries at a rapid pace. Conse-|p, 
quently, employment in the Southeastern states continues to th 
move upward. Workers in non-agricultural jobs were at a |, 


record 6,149,200 as recently as September, a rise of 183,400 
from a year earlier. The demand for industrial labor has 
resulted in higher wages. Increases have resulted in a 4-cent 
hourly increase in textile average hourly earnings, as one 
example. This was the most significant change in hourly 
earnings for the industry in a number of years and brought 
the regional average to $1.31 an hour—é6 cents an hour more 
than a year ago. This trend has found reflection at the retail 
cash register. 

Southwest retailers also have reason to be enthusiastic 
about the Christmas prospects. Employment in that region, 
which already had set a record total in September, both 
for the month and for the year to date, continued to rise in 
October and so far in November. Result: Store sales are very 
substantial. Non-farm employment in Texas, Oklahoma, 
Louisiana and Arkansas, as of early November, was 90,000 
above year-earlier levels. It appears now that the year 
which is drawing to a close will be marked by gains in every 
part of the country, some nominal and others tremendous. 
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DNEY & CREDIT—The inverse relationship between bond 
4 stock price trends was demonstrated anew in the 
=a half of November, with equities displaying renewed 
ength while the bond markets took on a note of 
sitancy. The improvement in business sentiment which 
ympted the surge in demand for stocks, caused in- 
stors in fixed income securities to re-examine the 
umption that an easing of credit was not too far 
ay. Recent predictions by well-regarded sources that 
/fgher construction activity would be seen next year 
d that spending for plant and equipment was due 
ra big gain, caused some to wonder whether a change 
the credit situation was as near as it had seemed. 
any hard-headed money managers, however, con- 
ved to feel that the business boom was over-extended 
d that a simmering down was in order. 
Greater caution on the part of some investors was 
Meost clearly reflected in the market for long-term 
easury obligations where declines of '2 to % point 
ere registered in the two weeks ending November 14. 
orporate and municipal bonds on the other hand 
pmained in a narrow groove after improving early 
the month. In the tax exempt field, the surprising 
ejection by the electorate, of two-thirds of proposed 
Municipal financing propositions submitted for approval, 
heartened investors. The dwindling schedule of new 
. sharppferings in sight for the balance of this year also 
IMAGEencouraged buyers to bid for outstanding obligations. 
» Other) The nation’s active money supply, valuable indicator 
ily deb economic conditions, has been rising steadily in recent 
f PrOs‘months. On a seasonally adjusted basis, the end of 
meriBeptember saw demand deposits plus currency outside 
> Orderihe banks rise to $106.2 billion, a $600 million gain from 
2 month earlier and $4.1 billion ahead of a year ago. 
"ni The upward trend in the money supply has been re- 
region garded as a strong guarantee of continued prosperity 
Conse- by those observers who are impressed with the fact 
ves tolthat a serious downturn has rarely come about in the 
at Giface of an increasing supply of money. It should be 
33,400 realized, however, that the current situation may not 
r AGS \provide much of a parallel with past conditions. In- 
4-cent creases in the circulating medium caused by war- 
> ONE engendered Government deficits, for instance, can 
lourly |hardly be compared with an increase in the money 
ought |supply resulting from a steep rise in private borrowing. 
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>ndent, 


more iThe latter process can reverse itself rather easily, a 
retail development which would provide a serious deterrent 
to business expansion. 
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é in | TRADE—Retail sales were somewhat lower in October, 


very |according to the preliminary report of the Commerce 
pres Department which noted that dollar volume of retail 


trade, after seasonal adjustment, was 1% under Septem- 
ber, although still 12% ahead of a year ago. Several 
reasons for the September-October decline could be 
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cited, including the caution induced by the first shock 
of the President's illness and a more than seasonal drop 
in auto sales while prospective purchasers awaited the 
new models. 


——o-—-— 


INDUSTRY—Industrial output continued to expand in 
the two weeks ending November 5. The MWS Business 
Activity Index, which is seasonally adjusted, recovered 
to 216.6 at the end of the period from 213.5 in the week 
ending October 22. Components which strengthened 
during the two week interval included coal production, 
crude oil runs to stills, electric power consumption, paper- 
board production and steel output. 


——o-— 


COMMODITIES—The Bureau of Labor Statistics’ price 

index of 22 leading commodities rose slightly in the 

two weeks ending November 10, to stand at 88.6% of 

the 1947-1949 average, from 88.4 on October 27. 
(Please turn to the following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOQ 
Date Month Month Ago Harbor* ust 
MILITARY EXPENDITURES—$b (e) | Aug. 3.3 2.8 3.3 1.6 (Continued from page 269) Mining 
Cumulative from mid-1940 Aug. 598.8 596.5 558.5 13.8 Components of the index which a a 
. * . jon- 
FEDERAL GROSS DEBT-$b Nov. 7 279.8 2798 2787 55.2 | vanced included raw industrial co 
modities, up 1.1%, metals which wermyrtoO 
MONEY SUPPLY-$b 0.3% higher, textiles with a 1.7% qaig Mise- 
Demand Deposits—94 Centers. Nov. 2 56.4 57.1 55.7 26.1 and fats and oils, which added 0.934 Mdse- 
Currency in Circulation Nov. 9 30.7 30.5 30.3 10.7 acaiiea “a Grai 
BANK DEBITS—(rb)** CONTRACT AWARDS for new cong, 
New York City—$b Aug. 67.8 60.7 67.0 16.1 struction were lower in October, dip 
343 Other Centers—$b Aug. 112.8 104.9 97.1 29.0 ing below year-ago levels for the 
pala ~” g 
PERSONAL INCOME-$b (cd2) Sept. 307.5 305.3 287.9 102 first one in pgp wag geen accord} 
Salaries and Wages Sept. 212 211 196 99 — to oe or t r Pog all i 
Proprietors’ Incomes Sept. 50 49 49 23 the Roc ses, ig e b y hes ge ed 
satnaiih: ancl Wiiatiiende Sept. 97 27 25 10 Corporation. The Octo or tote came ~ 
ender Gemeente io 17 17 16 10 to $1,863 million, an 8% dip from a” 
(INCOME FROM AGRICULTURE) Aug. 15 15 16 3 September and 5% under October, 
anna om ae 1954. Residential awards were down} "e* 
N—m (e) (¢ Oct. 166.0 165.8 163.1 133,8 8% from a year ago whil tilityiia 
Non-Institutional, Age 14 & Over_—_ | Oct. 117.7 117.6 116.5 101.8 d bli a g calli ily WWMB 
Civilian Labor Force Oct 673 669 649 556 Soe ge Sees eens were Sie 
‘ P 5 ; ‘ lower. Nonresidential awards mant—. 
Armed Forces Oct. 3.0 3.0 3.3 1.6 d h 3% ‘ STEEL 
nd 21 21 27 3.8 a to show a © gain over a year cy 
pi ; : 5 : ‘ earlier. — 
ed ; : 4 2.1 51.8 
eos te a a Actual CONSTRUCTION EXPENDI.|"NS 
n Ag c : ; A i 
Non-Farm Oct. 57.3 56.9 549 43.2 peo eat = = 4 — off cs 
Weekly Hours Oct. 42.0 42.5 41.4 42.0 Ser thin stort ahem Z $3.9 billion wis 
EMPLOYEES, Non-Farm—m (1b) Sept. 50.3 49.9 48.5 37.5 in October, still 11% ahead of Octo-} * 
Government. Sept. 6.9 6.7 6.7 4.8 ber, 1954. Most types of construction c 
Trade Sept. 10.8 10.6 10.4 79 registered healthy gains from a year 
Factory Sept. 13.4 13.3 12.6 11.7 ago. Private residential building was} _ 
Weekly Hours Sept. 41.0 40.6 39.7 40.4 10% higher and nonresidential con- 
Hourly Wage ($)____________ | Sept. 1.90 1.88 1.81 77.3 struction had a 32% gain. Public con- |! 
Weekly Wage ($) Sept. 77.90 76.33 71.86 —21.33 struction was up 9% with spending as 
PRICES—Wholesale (Ib2) Nov. 8 111.1 111.2 109.7 66.9 for highways rising 22%. tie 
Retail (cd) Aug. 208.1 208.6 209.0 116.2 * * * st- 
COST OF LIVING (1Ib2) Sept. 114.9 114.5 114.7 65.9 CASH DIVIDEND —— by 
Food Sept. 111.6 111.2 112.4 65.9 corporations issuing public reports 
Clothing Sept. 1046 103.4 1043 59.5 came to $1,488 million in September, | 
te Sept. 130.5 130.5 128.8 89.7 bringing the total for the first nine ht 
= months to $7,053 million, a new ; 
RETAIL TRADE—$b** rec 9.59 - 
it iene la ioe -_ _— _ “ss e — —_ 5% ahead of the corre 
ial ag oe on pee a 19 sponding 1954 period. Among manu- 
nen-Dercble nan ron 10.0 9.9 9.4 3.6 or ee the = gains in- 
Dep’t Store Sales (mrb) Sept. 0.92 0.89 0.84 0.34 . ye . wee whan — S, wenaper- 
: ene Poe ma a9 on tation equipment, chemicals, iron and 
Consumer Credit, End Mo. (rbi a ; ; : : steel, autos and electrical machinery. 
MANUFACTURERS’ The only decline was in the textile 
New Orders—$b (ed) Total**______ | Sept. si ved a on and leather group. Leading nonmanu- 
Durable —_ ; a oa a a rw ae a ee also ~~ 
Non-Durable Goods. — | 9ePt. : ; ‘ ; igher dividend payments this year 
— ee rs in oe a ra poss Po average gains for mining 
Durable Goods ept. ‘ ‘ . ; and finance companies. 
Sides, Meat Sept. 135 135 122 4.2 Nias yaaa 
BUSINESS INVENTORIES, End Mo.** BUSINESS FAILURES expanded sig- 
Total—$b (ed) Sept. 79.9 79.6 77.0 28.6 nificantly in October as 919 companies 
Manufacturers’ Sept. 44.6 44.3 42.9 16.4 closed their doors, 12% more than 
Wholesalers’ Sept. 12.0 11.9 11.7 4.1 September and 6% ahead of October, 
Retailers’ Sept. 23.2 23.3 22.4 8.1 1954. This rise in casualties over a 
Dept. Store Stocks (mrb) Sept. 2.5 2.5 2.4 11 year ago, despite the upsurge in eco- 
BUSINESS ACTIVITY—1—p¢ Nov. 5 216.6 2148 193.1 141.8 nomic activity, reflects the intensified 
(M. W. S.)—1—np. Nov. 5 275.9 2735 2444 146.5 competition prevailing on 


many 
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ea Latest Previous 
Wk. or Wk. or Year Peorl PRESENT POSITION AND OUTLOOK 
4 Date Month Menth Ago  Harbor* 
269 STRIAL PROD.—la np (rb) Sept. 141 140 124 93 | fronts. LIABILITIES of failing firms in 
) Mining Sept. 121 120 108 87 | October jumped 20% from a year ago, 
Which gf Durable Goods Mfr Sept 160 158 137 88 although still under levels of the same 
trical cong Non-Durable Goods Mfr. Sept 125 125 115 89 month in 1953 and 1952. Businesses 
hich WedisaLoADINGS—t—Total Nov. 5 809 835 695 933 | in their first five years of operation 
1.7% goifl Misc. Freight iw. 5 404 417 347 379 | continued to predominate among the 
Jed 0.929 Mdse. L. C. | Moy. 5 65 65 65 66 failures, accounting for 61% of total 
Grain Nov. 5 55 60 56 43 casualties in October. 
new Con * * * 
b . POWER Output (Kw.H.) m Nov. 5 10,853 10,659 9,357 3,266 
ber, di Manufacturers produced 7,882,305 
3 for th “ oe a ang Nov. 5 10.1 10.0 8.5 10.8 PASSENGER TIRES in September, a 
» Accord eye “egg ™ Nov. 5 389.7 379.6 322.7 44.6 3.9% increase over August, the Rub- 
S east : Soph. haat het nated 618 ber Manufacturers Association has re- 
V DodgdtROLEUM—(bbIs.) m orted. At the same time, shipments 
P p 
tal came Crude Output, Daily Nov. 4 6.8 6.8 6.2 4.1 were 11.3% lower in September, with 
lip from) Gasoline Stocks Nov. 4 152 152 149 86 7,188,565 units delivered in the 
October] Fuel Oil Stocks Nov. 4 46 46 56 94 | month. With shipments running well 
re down} Heating Oil Stocks Nov. 4 152 152 149 55 | below output, inventory in producers’ 
> UtilityUMBER, Prod.—(bd. ft.) m Nov. 5 256 271 266 632 hands rose 6.6% to 12,407,029 units. 
% 12%8 stocks, End Mo. (bd. ft.) b____ Sept. 8.5 8.5 9.1 79 A year ago manufacturers had 
S man. ‘ 
ff "NTEEL INGOT PROD. 1) = on 105 o 77 70 8,960,499 tires on hand. 
year Cumulative from Jan. 1 Oct. 96.3 85.8 71.9 74.7 ” “5 
The railroads ordered 12,843 new 
<PENDI. ENGINEERING CONSTRUCTION 5 : 
ra - AWARDS-$m (en) Nov. 10 268 394 371 94 FREIGHT CARS in October, a substan- 
dj °'l Cumulative from Jan. 1 Nov. 10 16,322 16,054 12,483 5,692 tial rise from September's total of 
‘baal ree ocemmeeen 3,228 but still under the August mark 
illion See 
F Octo.| Paperboard, New Orders (st) Nov. 5 438 285 318 165 of 13,405 cars. Deliveries last month 
; ' . ; 29 36 29 17 came to 3,772 cars and backlogs rose 
ructio Cigarettes, Domestic Sales—b____|_July 
— te Gane~w po 414 510 435 543 to 61,954 units on November 1, from 
a year i 52,913 a month earlier. 
ig was Do., Manufactured Tobacco (Ibs.)m. | July 13 18 14 28 
| con. 4 b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
iC con- | cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
indi (1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
> ing tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensa- 
tion for population growth. pe—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. 
st—short tons. t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
S 
tl: THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
mber, | 1955 1955 
nine | No. of 1955 Range 1955 1955 (Nov. 14, 1936 CI.—100) High low _Nov.4 Nov. 11 
new || Issues (1925 Cl.—100) High Low Nov.4 Nov.11 | 100 High Priced Stocks .......... 220.1 180.6 208.8 212.5 
Orre 300 Combined Average ......... 329.8 282.0 312.5 316.8 100 Low Priced Stocks ............ 392.5 343.5 368.5 374.2 
lanu- 4 Agricultural Implements ... 348.7 264.9 318.6 327.1 4 Gold Mining  ......ccccsecseesees 806.0 649.1 649.1 670.5 
3 i 3 Air Cond. (’53 Cl.—100).... 116.0 87.0 88.2 88.2 4 Investment Trusts. .............. 157.1 140.8 151.2 154.1 
nk 10 Aircraft (‘27 Cl.—100)........ 1084.9 871.7 1020.0 1047.8 3 Liquor (‘27 Cl.—100) .......... 1155.7 961.3 1004.5 993.7 
spor- 7 Airlines (‘27 Cl.—100).......... 1263.6 971.2 981.6 1013.0 9 Machinery .........0000008 395.8 317.7 333.9 340.4 
and 4 Aluminum (‘53 Ci.—100).... 388.1 191.1 338.8 338.8 3 Mail Order 219.5 159.3 214.6 219.5H 
very. ||| 7A ts 180.6 147.0 161.4 167.8 4 Meat Packing 1344 1128 121.2 124.8 
xtil 9 Automobile Accessories .... 368.6 3083 3528 3528 5 Metal Fabr. (‘53 Cl.—100).. 187.0 155.9 1738 173.8 
le 6 Aut biles 55.8 443 53.9 54.8 10 Metals, Miscellaneous .......... 452.3 358.2 390.7 401.6 
anu- 4 Baking (‘26 Cl.—100) ........ 30.6 27.8 28.7 28.7 4 Paper 1057.8 767.1 993.2 1025.5 
ved ||| 3 Business Machines .............. 930.6 657.4 777.7 ——- 797.6 | 22 Petroleurn sssesssssesesssseeeesseeeer 680.3 590.0 662.2 668.2 
year 6 Chemical 584.5 466.6 550.1 564.9 22 Public Utilities ................+++ 258.5 234.8 249.1 251.4 
‘i 3 Coal Mining ......-csssecccseseses 20.3 14.8 18.1 18.4 7 Railroad Equipment ............ 88.4 73.4 80.9 82.4 
ng 4 Communications ......... 116.6 100.7 102.8 102.8 | 20 Railroads ....... 77.9 64.7 71.3 73.9 
9 COMstruction .......coccescsecseesees 127.3 106.4 117.4 118.5 3 Soft Drinks .... 565.7 459.9 519.7 524.3 
7 Containers 747.7 = 675.1 718.6 725.9 | VT Steel & bom .....-reeerseeerneerens 320.9 219.2 298.3 305.1 
“ 7 Copper Mining... 333.4 222.2 294.0 305.6 | 4 Sugar 688 56.1 64.2 61.8 
'g 2 Dairy Products ......... 127. 1164 121.1 122.3 2 SUIPHUT neevevvrernneeeeeeessvessen 964.0 813.2 913.7 922.1 
Nes 6 Department Stores 100.2 80.0 93.7 95.3 | 10 Television ('27 Cl.—100)...... 47.3 40.7 41.9 41.9 
lan 5 Drugs-Eth. (‘53 Cl.—100)...... 151.2 1296 151.2 149.9 5 Textiles 188.9 148.4 188.9 187.4 
er, 6 Elec. Eqp. (53 Cl—100).... (1747 151.3 159.1 162.2 3 Tires & Rubber... 172.6 1378 158.1 161.0 
2 Finance were 651.1 565.1 620.3 626.5 5 Tobe 95.7 81.9 92.2 91.4 
es 6 Food Brands ceccsecseccssemne- 300.6 256.2 266.6 © 266.6 | 2 Variety Stores wnnccrennwnnen 315.0 286.9 296.3 293.2 
co- oT | eee 163.7 137.7. 152.1 ~—-149.2. | :15 Unclassif’d ('49 Cl—100).... 158.1 141.9 9144.8 144.8 
ed 
ny H—New High for 1955. 
ae 
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Trend of Commodities 








There were not many features among commodity 
futures in the two weeks ending November 14, although 
cotton was strong and such industrial commodities 
as copper and rubber, rallied in line with improved 
business sentiment. The Dow-Jones Commodity Futures 
Index added 1.74 points during the period, to close at 
153.33. May wheat was % cent higher in the two weeks 
ending November 14. Farm offerings have been light 
while buyers have been reluctant to follow price ad- 
vances. The Government loan is the main price prop 
for the commodity but farmers have not used it to any 
great extent so far this season. As of October 15, only 
180 million bushels had been placed in the loan in 
comparison with 302 million bushels at the same date 
a year ago. However, farmers have till January 31, 1956 
to utilize the loan and placements may still spurt before 


the deadline is passed. Cotton futures were highe 
the fortnight ending November 14 and the May op 
added 112 points. The Agriculture Department's |o 
crops forecast again raised the estimated harvest 
this had apparently been discounted and prices ral 
thereafter. It is felt that a great deal of cotton will 
into the loan in coming months and this could tg 
care of any increase in production. Rubber futy 
were quite strong in the two weeks ending November 
and the March future rallied 3.45 cents to close at 4) 
Demand from manufacturers is seen as the main reay 
for the turn-around, with reports of good demand 
1956 model cars helping sentiment. However, it is a 
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WHOLESALE COMMODITY PRICES : 
130 - 4s 
ALL COMMODITIES 120 } 
1947-49 — 100 y ; 
120 F y 
N10 No NON-FARM PRODUCTS | 
100 , i | 
100 7 ' 
90 | - 
ua,’ | an 
= fur 
80 90 Lig 
e 
710 80 |FARM PRODUCTS : 
60 Shot fe 
¢ J ‘ 
1948 1949 1950 1951 1952 1953 1954 1955 aie sauce — oN 
U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES ee 
Spot Market Prices — 1947-1949, equals 100 de 
Date 2Wks. 3Mos. Yr. Dec.6 Date 2Wks. 3Mos. 1Yr.  Dec.6} tH 
Nov.10 Ago Ago Ago 1941 Nov.10 Ago Ago Ago 1941 
22 Commodity Index 88.6 88.4 89.6 91.8 53.0 5 Metals 117.5 197.2 116.1 100.4 54.6 
9 Foodstuffs 758 767 79.6 94.4 465 4 Textiles 80.7 79.3 81.0 85.4 563 
3 Raw Industries 98.5 97.4 97.0 89.9 58.3 4 Fats & Oils 64.8 64.1 64.0 72.0 55.6 
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14 Row Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1955 1954 1953 1951 1945 1941 1938 1937 


High ....... 160.5 154.4 162.2 215.4 111.7 88.9 57.7 866 
GOW ncrce 153.6 147.8 147.9 1764 986 582 473 546 
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Average 1924-26 equals 100 


1955 1954 1953 1951 1945 1941 1938 1937 
High ...... 173.6 183.7 1665 2145 958 743 658 938 
tow 150.8 1673 1538 1748 836 587 S75 647 
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e Personal Service Department of THE MAGAZINE OF WALL STREET 
il answer by mail or telegram, a reasonable number of inquiries on 
y listed securities in which you may be interested or on the standing 


tires cognd reliability of your broker. The service in conjunction with your 
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of rub 


intervals. 
addressed envelope. 


envelope. 


ubscription should represent thousands of dollars in value to you. It 
subject only to the following conditions: 

. Give all necessary facts, but be brief. 

. Confine your requests to three listed securities at reasonable 
. No inquiry will be answered which does not enclose stamped, self- 
. No inquiry will be answered which is mailed in our postpaid reply 


. Special rates upon request for those requiring additional service. 





Long Island Lighting 


“T have been a subscriber to your 
valued Magazine for about five years 
and find it very informative. Please 
furnish recent data on Long Island 
lighting Co.” A. T., Detroit, Mich. 
Long Island Lighting Co. 
serves electric and gas service to 
a growing residential population 
in Long Island, New York with 
over 1,300,000 people. Revenues 
have been expanding steadily 
during the last few years and net 
earnings have kept pace. Resi- 
dential and commercial construc- 
tion is expected to continue at a 
good pace, further aided by the 
addition of diversified light man- 
ufacturing establishments. Heavy 
outlays for expansion will dilute 
earnings, but the higher volume 
of business and economies stem- 
ming from new efficient generat- 
ing facilities, should enable the 
company to offset this, thus, net 
income is expected to increase. 
Long Island Lighting Co. re- 
ported gains in gross revenues of 
12% and 13% respectively, in 
the three months and _ twelve 
months ended September 30, 
1955, as compared with the cor- 
responding period of the previous 
vear. 

The company earned net income 
of $10,566,906 in the latest twelve 
months, compared with $8,860,- 
042 for the twelve months ended 
September 30, 1954. After pre- 
ferred dividend requirements, 
this is equivalent to $1.37 a com- 
mon share on the average num- 
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ber of common shares outstand- 
ing ended September 30, 1955 
and compares with $1.27 per 
share on the average shares out- 
standing in the previous twelve 
months. 

Net income for the _ three 
months ended September 30, 1955, 
amounted to $2,673,370, or 32¢ a 
share on the average number of 
common shares, after provision 
for preferred dividends, com- 
pared with $1,825,015—23¢ a 
share on a lesser amount of stock 
—earned for the third quarter of 
1954. 

Extraordinary storm costs re- 
duced net income, after tax, by 
2¢ per common share in the latest 
twelve months, by 10¢ per share 
in the preceding 12 months, and 
by 9¢ per share in the September 
quarter of 1954. 

The $1 annual dividend is ex- 
pected to continue. 


Black & Decker Manufacturing Co. 
“T have been a subscriber to your 
Magazine for the past two years and I 
would appreciate receiving recent earn- 
ing data on the Black & Decker Manu- 
facturing Co. and also dividend pay- 
ments.” L. E., Haverhill, Mass. 
Black & Decker Manufacturing 
Co. accounts for roughly one- 
third of total portable electric 
tools sold in the U. S. 
Consolidated net sales for the 
fiscal year ended September 30, 
1955 reached a new high of 
$43,327,697, an increase of $8,- 
188,924, or 23.3% for the period. 







Net earnings kept pace with this 
growth to reach an amount of 
$3,695,776, compared with §$2,- 
824,314 for the preceding year. 

These record earnings are 
equivalent to $8.21 per share on 
the 450,229 shares of stock out- 
standing before giving effect to 
the stock-split which became ef- 
fective on October 1, 1955. This 
is an increase of 23.3% over the 
$6.66 per share earned on the 
424,233 outstanding shares at the 
close of the 1954 fiscal year. 

The company recently paid a 
5% stock dividend to stockhold- 
ers of record on September 12th. 
This was in addition to the regu- 
lar cash dividend of 50¢ per share 
paid in each quarter of the fiscal] 
year. 

Important contributions to the 
company’s record sales were 
made by its overseas operations. 
The English subsidiary, located 
at Harmondsworth, reported net 
sales were 52.3% over the pre- 
vious twelve-month period, while 
net earnings were up by approx- 
imately 30.4%. The Australian 
subsidiary showed an increase in 
net sales of 15.1% while net 
earnings have increased 19.6% 
over the 1954 fiscal year. Ship- 
ments from the Towson plant to 
overseas markets other than Can- 
ada were 16.3% over last year. 

To maintain its position in the 
industry, Black & Decker is con- 
tinuing to expend approximately 
1% of its net sales for engineer- 
ing, research and the develop- 
ment of new products. The com- 
pany has also opened three new 
sales and service offices and now 
has a total of 42 such branches 
in North America. 


Federal-Mogul-Bower Bearings 

“T am interested in receiving latest 
operation record of Federal-Mogul- 
Bower Bearings. Has the merger im- 
proved prospects and what are dividend 
payments?” B. R., Philadelphia, Pa. 

Federal - Mogul - Bower Bear- 
ings, Inc. announced that its sales 
in the first nine months of 1955 

(Please turn to page 282) 
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Electronic Industry 
Moves Ahead 





(Continued from page 243) 


industries. Thus, it created the 
TV industry, spawned the atomic 
age and made possible our modern 
aircraft industry, but it goes far 
beyond these. It would, for ex- 
ample, be impossible to catalogue 
the electronic test apparatus now 
in daily use in hundreds of manu- 
facturing and processing plants, 
not to mention virtually every 
scientific and industrial labora- 
tory. Electronics has come to the 
fore because it is a means of ac- 
complishing thousands of chores 
in a way that permits greater 
speed and accuracy. 


From the foregoing, it must be 
obvious that the electronics in- 
dustry is a field with few equals 
from the standpoint of growth 
prospects. It will be equally obvi- 
ous that it is not an industry that 
can offer high yields. Nor are the 
best companies necessarily the 
most highly diversified. Thus, a 
company such as IBM, which has 
put the emphasis on electronic 
computers, has enjoyed tremen- 
dous success. On the other hand, 
RCA, with a stake in many 
branches of the science, also has 
achieved giant stature. 


In the revolution that elec- 
tronics has wrought, companies 
have been known to come from 
nowhere to leadership in a few 
years. A TV set producer ran its 
gross in a decade from a few 
million a year to a quarter-billion 
and a parts-maker that got started 
with an original investment of 
$1,500 burgeoned over the same 
span from little more than a mil- 
lion to a yearly “handle” of about 
$73 million. Many of the mush- 
rooming companies that enjoyed 
such success in the years of the 
TV boom and high military pro- 
curement have slipped of late. 
More seasoned companies, such 
as Minneapolis-Honeywell Regu- 
lator Co., have not only made 
enormous strides, but have con- 
tinued to progress because of 
superior research and develop- 
ment. The addition of a line of 
electronic products was a major 
factor in its attainment last year 
of a $229 million volume. —END 
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Changes in Stockholders’ 
Position Under 1955 
Corporate Financing 





(Continued from page 245) 


—more than a year ahead of 
the original timetable. All of the 
present key facilities of Kaiser 
are running at or above rated 
capacity and, based on the strong 
aluminum market, there is every 
indication that this high rate of 
production will continue. It is 
noteworthy that a Government 
certificate of necessity has been 
granted to Kaiser, permitting ac- 
celerated amortization of approxi- 
mately 75% of the cost of addi- 
tional sheet facilities at Ravens- 
wood. 


Had the preferred issue been 
outstanding in the latest quarter, 
which ended August 31, earnings 
available for the common stock 
would have been pared by some 
$400,000, or a few cents per com- 
mon share. Actually, earnings for 
the three months totaled $8,930,- 
000, or 61 cents a common share. 
Ability of the common to generate 
a greater volume of business is 
shown by the rise in sales to 
$77,451,000 in the latest quarter, 
against $61,419,000 in the year 
ago quarter. 


Yale & Towne Manufacturing 
Co. shareholders, in September, 
subscribed for 105,348 of the 
106,931 additional shares of stock 
that were offered them in a ratio 
of one for each six held. Balance 
was taken up by the underwriters. 
Based on the 642,136 shares out- 
standing at the end of the third 
quarter, per-share earnings for 
the nine months totaled $4.79. 
Tacking on the approximately 
107,000 shares now being dis- 
tributed would bring it down to 
around $4.10. However, the esti- 
mated $6 million derived from 
sale of the stock will help the com- 
pany to defray cost of develop- 
ment now under consideration. A 
measure of its growth may be 
gleaned from the fact that during 
the first nine months of 1955, this 
producer of materials-handling 
equipment, locks and hardware 
achieved a record net profit of 
$3,072,000. This sum is greater 
than that of any previous full 
calendar year by the 87-year-old 
company. 
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Copperweld Steel Co. plan | 
sell 240,000 shares of comme 
stock is designed to bring in aboj 
$6 million. This is only half , 
the sum Copperweld intends 
spend for improvement of prody 


tion facilities. Additional stoe 
sales may be undertaken to me 
the cost of its expansion progran 
Shareholders have authorized jy 
creases in common and preferre/ 
totals to facilitate such sales. Th 
company also has entered into a 
agreement for private sale 4 
$7 million in notes, due in instal] 
ments to 1970. This flurry of 
financing by this producer of stee 
specialties may be a drag on com 
mon-share earnings over the nea) 
term, but the steadily rising de. 
mand for its products should re. 
sult eventually in sharply higher 
earnings. For the first nine 
months of this year sales amount. 
ed to $55.8 million and net was 
$3,774,000, or $2.88 a commor 
share, against volume of $35.8 
million and net of $1,088,000 
equal to 93 cents a share in the 
like nine months of last year 
Earnings in both periods are 
based on the 515,188 shares out- 
standing prior to the sale of addi- 
tional stock. 





Radio Corp. of America is 
planning sale of $100 million of 
debentures to meet the needs of 
its growing business, which will 
attain for the first time this year 
a $1 billion volume. Its growth 
over the past 10 years, the many 
new developments in its present 
field of activities and the expan- 
sion of electronics in the military 
and civilian fields have forced 
the company to seek additional 
capital. In pioneering and de- 
veloping color television alone, 
RCA has spent more than $50 
million. An increase in color pro- 
gramming, as another example, 
will entail the outlay of an addi- 
tional $12.5 million. It will be a 
number of years before RCA gets 
back the tremendous sums it has 
pumped into this new medium. 
Narrowing profit margins in TV 
receivers and other appliances of 
the company make it impossible 
to finance expansion and develop- 
ment from retained earnings. For 
the long pull, however, there is 
small doubt that this leader of the 
burgeoning electronics industry 
will justify such financing pro- 
grams as those envisaged at this 
time. —END 
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America’s Shaving Habits 


SPRA-TAINER, the original lightweight pressure can, has had far reaching 
effects on the packaging of many familiar products. Take shaving creams, for 
example. It might well be said that the pressure can is changing the shaving 





habits of the nation . . . for sales of this form of shaving cream have reached an 
amazing total. And SPRA-TAINER is the choice of nearly all of the leading 
brands. 


Practical widespread pressure packaging had its start with Crown’s develop- 
ment and introduction of SPRA-TAINER. Dessert toppings, lubricants, cosmet- 
ics, deodorants, touch-up paints are but a few of the many products which have 
found SPRA-TAINER the key to new markets and greatly expanded sales. 

From the start, SPRA-TAINER has maintained the leading position among 
pressure cans, due to its ‘Modern Design’”’ and ‘“‘“No Top Seam —No Side Seam”’ 
construction. Additional production facilities are now being installed to take care 
of the constantly increasing demand. 


Perhaps one of the products 
your company makes could 
be given a new sales poten- 
tial by packaging it in a 
pressure can. If so, Crown’s 
broad experience in this 
field is at your service. For 
information, address... 
Crown’s Can Division at 
Erie Ave. and H Street, 
Philadelphia, Pa. 


SPRA-TAINER is but one way Crown serves the consumers of the nation... 
how it contributes to the better packaging of a vast number of products used in 
the great majority of households. 


CROWN CORK & SEAL COMPANY, INC. Baltimore 3, Maryland 


PRODUCTS BY 


eset... ... BEVERAGE BOTTLE CAPS + BEVERAGE BOTTLING MACHINERY 


Baltimore, Philadelphia, St. Louis, (Qnown: MILK BOTTLE CAPS «+ MILK FILLERS + METAL CAPS AND CLOSURES 
Detroit, Chicago, Orlando, Bartow, (Chow CAPPING MACHINES « PACKERS’ CANS «+ GENERAL LINE CANS 


BEER CANS « ‘“‘SPRA-TAINERS" « ‘'FREEZ-TAINERS" «+ MERITSEAL CAPS 





Birmingham, San Francisco, Los Angeles 

















Effects of Growing 
Japanese Competition 





(Continued from page 251) 


been kept low, capital investment 
in new equipment has been en- 
couraged by the Government. As a 
result, five basic industries—elec- 
tric power, iron and steel, coal 
mining, ship building and fertil- 
izer industries—have been able not 
only to expand their capacity but 
also to achieve a remarkable re- 
duction in costs. Thus while costs 
and wages in the West have been 
steadily rising, costs and wages 
in Japan have been kept at even 
keel or have declined. Moreover, 
to take fuller advantage of the 
lower labor costs, Japan has been 
concentrating not so much on 
mass production, as in the inter- 
war period, but on higher quality 
products with higher labor 
content. 

Hence Japan’s successes in ex- 
port markets have been won by 
keeping down the level of in- 
ternal demand and by postponing 
or stretching out over a longer 
period various development plans 
and housing that would have 
raised living standards. Unem- 
ployment has becéme a built-in 
feature. None of these problems 
can be solved without some in- 
jection of more purchasing power 
into the Japanese economy, but 
such injection would immediately 
affect the country’s international 
payments. The problems of rep- 
arations and the repayment of 
external debts, principally to the 
United States, also hang over the 
whole balance of payments 
situation. 

The Japanese trade offensive 
scored the largest gains in the 
Western markets. The principal 
reason for this is the high level 
of prosperity in both North 
America and Western Europe. 
Although the West has always 
hoped that Japan would develop 
the trade with Southeast Asia and 
possibly even with the communist 
mainland of Asia, thereby easing 
the problem of Japanese competi- 
tion in Western markets, this has 
not occurred. 

One reason for this is that 
the industrialization policies of 
Japan’s Asian neighbors — the 
Philippines, Indonesia, India, 
Pakistan, and South Korea — 
keep out Japanese textiles and 
consumer goods. South Korea, 
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once one of the best Japanese 
markets, simply refuses to trade 
with Japan. 

Second, Japan has not fully 


succeeded in modernizing her 
metal-processing industries, which 
were hard hit by the war and 
are the least competitive. Once 
she overcomes this deficiency, 
Japanese exports of capital goods 
and consumer durable goods to 
Asian countries should expand 
very quickly. Some progress in 
that direction is already being 
made. Some of this year’s export 
gains have been due to larger 
shipments of steel mill products 
and engineering equipment to the 
Philippines, India, Pakistan, and 
even Australia. 

As to the trade of Japan with 
communist countries, this has 
bogged down because of the com- 
munist insistence on receiving 
machinery and equipment for 
communist iron ore, coke, cotton 
and soya beans. Not only is there 
not enough of these capital goods 
to go around but, under the em- 
bargo, Japan cannot export them. 

Some of the members of the 
GATT, namely Great Britain and 
the Netherlands, are now pro- 
posing that in order to protect the 
West from Japanese competition, 
textiles should be excluded from 
the most-favored-nation treat- 
ment. Since agricultural products 
are already excluded, the whole 
GATT system would then be seri- 
ously weakened. A fact of life is 
that the West will have to take 
more Japanese products in view 
of the unbending industrialization 
policies of the new sovereign 
countries of Southeast Asia. The 
alternatives are either the con- 
tinuation of American aid for an 
indefinite period of gradual forc- 
ing out of Japan into the economic 
orbit of the Communist world. As 


Assistant Secretary of State 
Walter Robertson stated some 
time ago. 


“Our choice is whether it is 
easier for us to send 30,000 of 
our youths to their death or 
to expose our domestic pro- 
ducers to an increased competi- 
tion that all but a small min- 
ority could take in their stride 
and that the consuming public 
would benefit from. If we force 
Japan into economic starvation 
or to sell to the Communists, 
we will lose Japan to the Free 
World and may have to fight 
to rewin it on the battlefield.” 

—END 
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Jones & Laughlin: This is 4 
interesting example of how 
well-planned and  well-execut 
expansion program, especially 
the past few years, has streng 
ened the earnings base of a ste 
company which in prior yea 
had been rather too narrow. 

any case, the company is now 
fully integrated concern wit 
large and expanding resource 
From a market = standpoinie . 
though selling at substantia F 
higher levels in the past year, th 
stock has not fully reflected th 
basic improvement in the con 
pany’s position. Price x ea 
ings ratio is well below the grou 


































average. The stock should } 
held for long-term speculati 
purposes and new  purchas¢ 


would seem warranted on a sili 
ing scale. 


National Steel: One of the no 
mally more dependable sted 
earnings with a good record ovem. 
the years. In reflection of ite 
higher investment rating tham 
many other steel stocks, the issug 
sells at an advanced price x earn® 
ings ratio over the group averageh” 
Liberal dividends make possible 
a satisfactory yield. The stochh 
is selling about halfway between} 
this year’s high and low. It can 
be retained for long-term appre|) 
ciation potentials and new pur. 
chases, on a sliding scale from|)P 
these levels, would seem wart 
ranted. 


Republic Steel: Among the three 
largest steel manufacturers, Re 
public has had a_ substantial 
though variable earnings record 
in recent years. Basic position 
has been greatly improved as a 
result of modernization and ex- 
pansion of plant and equipment 
for which heavy capital expendi- 
tures have been made. The stock 
sells moderately above the group 
average on a price x earnings 
basis. The yield is relatively sat- 
isfactory. The stock may be held 
on a long-term basis for appre- 
ciation possibilities. New pur- 
chases might be made on a slid- 
ing scale. 


(Please turn to page 278) 
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The Beneficial Man Is 
a Good Man to Know 


The Beneficial Man’s job is to make small loans to families 


who want extra cash for worthwhile purposes and also to help 
finance the purchase of consumer goods and services. 

The Beneficial Man is a good neighbor because by helping 
individual families successfully manage their financial 


affairs, he helps everyone in the community. 


...-@ BENEFICIAL loan is for a beneficial purpose. 











In 1955, more families 
are being served by Beneficial 
than ever before— 


Over 950 offices in the United States and Canada 





Benoficial 


—i—7 @ 


SYSTEM 











BENEFICIAL BUILDING - WILMINGTON, 





DELAWARE 
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U. S. Steel: With constantly 
broadening new facilities, this 
giant enterprise has entered upon 
a new era in its career which is 
witnessing a very important 
strengthening of the earnings 
base. Earnings this year esti- 
mated at double 1954, and with 


continued high production earn- 
ings for the first half of 1956 are 
predicted at an even higher rate 
as charges from rapid amortiza- 
tion commence to decline. Stock 
sells slightly above price x earn- 
ings ratio for the group and the 
conservative dividend rate could 
easily be raised. Stock should be 
held on a long-term basis and 
new purchases could be war- 
ranted, on a sliding scale. 


Youngstown Sheet & Tube: Next 
to Bethlehem, this company has 








New highways pave the 
way for Armco sales 


News of the vast new road-build- 
ing programs around the country 
is good news for Armco. For these 
programs broaden already large 
markets for a great many Armco 
products. 





Armco FLEX-BEAM® Guard- 
rail, for example, is installed on 
expressways, highways and county 
roads to make danger spots less 
hazardous. Heavy-duty, long- 
lasting corrugated metal pipes— 
in a variety of sizes, coatings and 
designs—are used under road- 
ways for surface and subsurface 
drainage. 





Samed ARMCO STEEL CORPORATION 


Vv? SPECIAL STEELS 


SHEFFIELD STEEL DIVISION- ARMCO DRAINAGE & METAL PRODUCTS, INC.- THE ARMCO INTERNATIONAL CORPORATION 


But these represent only a few 
of more than 30 products made 
by Armco Drainage & Metal Prod- 
ucts, Inc., a subsidiary of Armco 
Steel Corporation. The complete 
list ranges from steel sheeting to 
metal snow fence, from retaining 
walls to steel buildings. 


Armco Drainage & Metal Prod- 
ucts, Inc., with its wide variety of 
fabricated products, is one ex- 
ample of the diversity that assures 
stability at Armco. New and ever- 
wider markets for these products 
provide broad opportunities for 
future growth. 


MIDDLETOWN, OHIO 











the largest per share earning, to 
any of the leading steel concdted 
While the merger between Mont 
lehem and Youngstown has § as 
blocked by Federal action, highasd 
cash dividends, at least, ardj.. 
dicated, with the eventual frredi 
sibility of a stock split. priq 
stock is selling on about a 
with the price x earnings 414. J 
of the group average. Li... 


term holdings need not be a. 
turbed. tativ 
RAILROADS id is 

ile 


(Note: The price x earnip con 
ratio for the rails (8.2) is ow of 
slightly above that at the begthe - 
ning of the bull market in 
tember 1953 (7.4). This meaher 
that unlike the other gro 
analyzed here the rail _ stgir p 
prices, as a group, have not fight 
reflected their rise in earningsfract 
the past few years.) 
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w. 
Atchison, Top. & Santa Fe: T# tk 
premier rail stock has lost ab a 
two-thirds of its 1955 rise a i 
is selling now at about 131, cog!™@ 
pared with a high of 151 andf°S? 
low of 12114. At current pric ue 
it is selling at 8.9 times earning”) 
or slightly above the group avq” 
age which would seem a rathf?™ 
inadequate market valuation ff'° 
its superior investment qualiti¢® 
and the above-average yield ff il 
a stock of this calibre makes |! 
attractive for general investme| 
purposes. The issue should 
held and new purchases would F*" 
warranted, on a sliding scale. a 
a 


















( 
Atlantic Coast Line: Long-tertg: 
outlook for this road favorable 
owing to rapid expansion of are@) 
served, and important improve | 
ments to facilities. After a sub 
stantial decline this year frote 
the high of around 59, the stocky 
sells at a moderate price x ear? 
ings ratio and while the yield ij] 
moderate, prospects for a highefr. 
cash dividend within a reason}i 
able period seem indicated. Théj 
stock should be retained for long} 
term investment and new puri 
chases at currently lower price 
would seem warranted. } 


hs 


Balt. & Ohio: Stock sells at ex} 
ceptionally high price x earning: 
ratio among the rail group and 
while long-term outlook should be 
favorably affected by continued 
expansion of heavy industry in 
the area served, present prices 
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earning, to have rather fully dis- 












el conc ted near-term earnings and 

tween Mont dividends. Stock may be 

vn has §as long-term speculation, if 

tion, hi hased at substantially lower 

ast, ari, New purchases might be 

— red pending a more attrac- 
plit. 





out a price level. | 
a ad. Pacific: This stock is also 
ot I ‘ing at a much higher price x 
€ f.ings ratio than other repre- 
tative rails and the moderate 

S dd is not sufficient incentive. 
‘ile the long-range growth of 

x earnig company seems assured in 
2) is ofy of the progressive expansion 
the begithe Canadian economy, near- 


et in market prospects seem 
his megher fully exhausted. Long- 
Yr gro holders need not change 


ail stgir position but new purchases 
not fught be deferred pending more | 
‘rningsfractive market levels. | 





ic. Mil. & St. Paul: This stock | 
Fe; TS the lowest price x earnings 
ost abg any Of the active rail stocks, 
rise ajtating due to its past highly 
131, cof riable record. Better long-term 
51 angpspects, however, are now in 
t pricftW 4S a result of upbuilding of | 
arningtitory served, which hitherto 
avgs been among the most sparsely 
1 rathppulated in the nation. For those 
tion #20 can_afford speculative risks, 
ualitige Stock could work out well 
iela per the long-term but patience 
lakes fill be required. 
estme} 
ould phic. RI. & Pacific: After sub- 
ould #antial decline from just above 











cale. far, stock is now again at a 
ather low price x earnings ratio 
comparison with strong earn- 
1g-terhes position. New financing 


vorabAfords substantial tax savings 
of aré a per share basis. The yield 
1prové’ satisfactory and stock should 
& Sul retained on a long-term basis. 
_ Tromew purchases, on a sliding scale, 
> StocHould be warranted. 
earn 
leld ifilinois Central: Selling at mod- 
ighefrate price x earnings ratio and 
CasomMividend could be augmented in 
iew of wide margin between 
' longfurrent earnings and present div- 
_ purtdend rate. Road extremely well 
pricefituated to benefit from dynamic 
xpansion of Gulf-Great Lakes 
egions. Stock has held to a mod- 
xfrate price range this year, prob- 
bly as a result of influence of 
. andpreferred stock conversions earli- 
Id bef! this year, prior to redemption. 
nued}lay be held as improving quality 
"y jnf8sue for long-term investment. 


it € 





rices| (Please turn to page 280) 
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... thanks to BORG-WARNER engineering 


Figure the costs of scaffolding, paint, labor, production tie-ups. Add them up 
... then “X” them out... 
These easily-installed modular panels are 100% rust-proof... 


with Ingersoll Aluminum Roof Deck. 

never need 
paint inside or out. So they stay bright, throw more light, save you money 
year after year. 


Ingersoll Roof Deck . . . stronger than steel! 


A product of Borg-Warner’s subsidiary, Reflectal Corporation, this cost-cutting 
roof deck beats steel for stamina. Pittsburgh Testing Laboratory certifies its 
load capacity at 44.5 Ibs. per sq. ft. on 8 ft. spans. This is 13.4% greater than 
the average of seven conventional steel decks. 

Ingersoll Aluminum Roof Deck withstands severe humidity conditions, is 
virtually indestructible. And it reflects radiant heat, thus saves fuel in winter, 
keeps temperatures down and efficiency up during summer. 

Plan your new plant under Ingersoll Roof Deck. It’s another Borg-Warner 


“first” engineered in typical “Design it better—make it better” fashion. 


B-W production makes it available 


"| PRODUCT INDEX 


A complete cross-reference of all B-W divisions, subsidiaries and 
products serving the automotive, aircraft, agricultural, marine, home 
appliance and military fields and related industries. An invaluable 
listing for all executives. For a free copy, address: Borg-Warner 
Corporation, Dept MW, P.O. Box 1119, Chicago, Illinois. 


B-W engineering makes it work 







7 —_ 
EMCIMEE RING 


DM 


Almost every American benefits every day from the 185 products made by 


BORG-WARNER 
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N. Y. Central: Under new dy- 
namic management, road’s earn- 
ings have been greatly stimu- 
lated. Operating efficiency being 
improved and this is an impor- 
tant long-term factor. Price x 
earnings ratio rather low, even 
fer the rail group and further 
room for appreciation seems in 
store on a long-term basis. Stock 
should be held and new _ pur- 
chases, on a _ speculative basis, 
might be made, on a sliding scale. 


N.Y. N.H. & Hartford: Road still 
has problems related to heavy 


- cost of passenger service and 


high terminal costs. New Eng- 
land floods have been a setback. 
Exceedingly low price x earnings 
ratio a reflection of difficult, basic 
problems confronting manage- 


ment. Risk factor rather pro- 
nounced in speculative purchases. 


Northern Pacific: Oil land hold- 
ings in Williston Basin the chief 
speculative factor. Stock sells at 
a price x earnings ratio about av- 
erage for the group. Nearer-term 
prospects seem rather fully re- 
flected in price of shares but 
long-term speculative holdings 
need not be disturbed. 


Penna. R.R.: Some progress be- 
ing made in revamping operating 
techniques but considerable time 
needed to fully effect basic im- 
provements. Stock about in line 
with price x earnings ratio for 
the group. An extra has been de- 
clared out of higher 1955 earn- 
ings. Stock may be held on a 
long-term speculative basis, but 
more attractive opportunities in 
rail group may be found else- 
where. 


Seaboard Airline: Road in a 
strong position to benefit from 
rapid growth of Florida, expand- 








Are you a Do-It-Yourself investor? If so, 
perhaps we can help—with information or 
advice on the securities you follow. Just 


write or call Manager, Research Dept. 
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H. HENTZ & CO. 
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; MAIN OFFICE: 60 BEAVER STREET, N. Y. C., BOWLING GREEN 9-8420 
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ing traffic from the nation’s gly *4 
ital. Stock now priced at mpllat-4 
attractive levels, after subset’ 
tial decline from 87. Sellingp * 
price x earnings ratio, equivalg" 

to average for group, with abo pal 0 
average yield. Stock may be hg 8° 


on long-term basis with new pj 


chases on sliding scale. (Note 


ins he 
sa . Ip sca 
Southern Pacific: Located in @&.‘y- 


ceptionally rapid growing part! the 
country with Southwest desting..¢.. 
for great increase in populatig’ fo 
and, also, industrial and agrie FP 
tural resources. Priced about f° cir 
line with group average of pri Ror 
x earnings ratio, with an attra ke 0 
tive yield. Issue should be my, ¢, 
tained for long-term investmej cha 
and new purchases, on silidi i th 
scale, would be warranted. 





Southern Railway: Road conti 
ues its impressive earningXp@! 
growth and prominent positidin 
in rapidly growing part of South 
gives highly favorable aspect { 
long-term potentials. Stock ag (C 
pears somewhat underpriced 0 

a price x earnings basis in conjfita 
parison with other good-grad 
rails. Issue should be held fo 
long-term investment and ne 
purchases could be warranted 9 
a reaction from present levels. f 








ore 
atig 
g el 
mit 
wild 
n¢ 
g-! 
ngs 





Union Pacific: In addition 

strong earnings position fron 
rail operations, considerable spe 
ulative possibilities exist owin 
to important other interests, e# 
pecially oil and gas. Mineral po 
tentials are also substantial. The a 
stock sells somewhat higher tha ita? 
most of the other rails on a pric tat 
x earnings basis owing to its sup... 
perior investment standing. Is te 
sue should be held for long-ternf, 
investment but new purchase halt 
would be more suited to large in o 
vestors. 




























s 

PUBLIC UTILITIES fy, 

In view of the fact that the} ‘ 
price x earnings ratio of publicum 
utility stocks is relatively uni-far 
form, with an average of aroundjme 
15 times earnings, with very fewjva 
of these issues departing sub- fa 
stantially from these figures, is-jal: 
sues in this group are not treated du 
separately in this presentation. pf 
Without exception, all of the is-}of 
sues listed herewith are suited |p: 
not only to retention in conserva: |a! 
tive portfolios but are recom-}p 
mended for investment at this 
time. These issues are particu- 
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tion’s gly adapted to the method of 
l at m lar-averaging” so that the 
* subgestor should reserve sufficient 
Sellingph to make new purchases 
equivajpuld the market create addi- 
ith abggnal opportunities in the event 
iy be hga general decline. 


new Dl 
(Note: Where recommenda- 
ins have been made “on a slid- 
» scale’ this should be taken 
indicate that while the outlook 
; the stock in question seems 
isfactory, allowance should be 
| acriegte for market reactions which 
about # occur from time to time. In 
of J: circumstances, the best pol- 
n oa for the investor would be to 
Y he ‘bke only a partial investment, 
vestmes be followed later by additional 
slidi jrehases should the market pro- 
d ‘fide the opportunity. —END 
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gra These and other developments 


the titanium field are signs that 
etallic titanium has _ reached 
mmercial status although, until 
ore is known regarding its 
tigue point and other qualities, 
employment will be somewhat 
mited. For the present aircraft 
uilders are using titanium metal 
non-critical spots such as land- 
g-gear, doors and engine hous- 
gs and the Convair Division of 
eneral Dynamics Corp., is using 
itanium bolts, manufactured by 
tandard Pressed Steel Co., in its 
7. pircraft construction. It is calcu- 
ted that substitution of titani- 
m for steel bolts can save up to 
alf a ton in weight in a single 
firplane, obviously an important 
dvantage even when the higher 
ost of titanium bolts is weighed 
gainst that for steel. 

Other commercial uses of titani- 
ublicum also are being seen, particu- 
uni-farly in the chemical industry to 
oundimeet corrosion problems in pipes, 
fewlalves, and corrosive liquid con- 
Sub-flainers, qualities which should 
, isflso be attractive to other in- 
ated dustries, especially as the price 
on.}of the metal is brought down out 
> 1+ fof the “luxury” class when com- 
ited}pared with the price of aluminum 
rva-jand steel. As a matter of fact, 
Om-jprice has undoubtedly been the 
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What Really Happened 
in the Stock Market 
Monday, September 26? 


One of the most dramatic, unusual markets on record! 


When the closing bell ended 
trading on the New York Stock 
Exchange,Friday,September 23, 
prices were at a record high. 

Then, over the week end, news 
of the President’s heart attack 
flashed around the world. On 
Monday morning, the market 
was deluged by the largest ac- 
cumulation of sell orders in re- 
cent history. 

Who were the sellers? The 
buyers? How did the brokers 
react? How was the crisis met? 
How much did prices actually 
decline? In this month’s issue of 
THE EXCHANGE Magazine, 
G. Keith Funston, President of 
the New York Stock Exchange, 
teils the graphic story of how the 
Exchange met one of the most 
severe challenges in its history. 


Also in the October issue... 


How much did common stocks 
pay during the past nine months 
of 1955? Four new records were 





Name 


THE EXCHANGE Magazine, Dept. D-4 
11 Wall Street, New York 5, New York 


Enclosed is $1 (check, cash, money order). Please send 
me the next 12 issues of THE EXCHANGE Magazine. 


set — definitely an article all 
investors should read. 


The Aluminum Industry: In the 
past ten years the nation’s total 
supply of aluminum has in- 
creased 900% — and the de- 
mand today still exceeds supply. 
What is the investor’s stake in 
the new products behind this 
fabulous growth? Richard S. 
Reynolds, Jr., President of the 
Reynolds Metals Co., gives you 
the answer. 


An Investment Saga: How a 
railroad engineer who never 
earned over $8,000 yearly 
turned an $11,000 investment 
into more than half a million. 


THE EXCHANGE Magazine is a 
pocket-size monthly put out for 
new investors and experts alike, 
featuring down-to-earth articles 
by company presidents, editors 
and financial commentators. To 
improve your knowledge of 
stocks, send in the coupon be- 
low with a dollar bill and receive 
the next 12 issues. THE EX- 
CHANGE Magazine is not sold 
on newsstands or by the copy. 





Address. 


























Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 186 
60 cents per share. 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 35 

27 cents per share. 


The above dividends are pay- 
able December 31, 1955, to 
stockholders of record Decem- 
ber 5. Checks will be mailed 
from the Company's office in 
Los Angeles, December 31. 


P. C. HALE, Treasurer 


November 18, 1955 




















——=—"Dividend No. 46 


Interlake Iron Corporation has 
declared a dividend of $1.10 per 
share on its common 
stock payable December 
15, 1955, to stock- 
holders of record at the 
close of business Decem- 


ber 1, 1955. 


er. 


“ Exec. Vice Pres. & Treas. 


Interlake Iron 


CORPORATION 
CLEVELAND, OHIO 
Blast Fursace Plants in Chicago, Duluth, Erie and Tolede 

















UNITED CARBON COMPANY 
DIVIDEND NOTICE 


A quarterly dividend of 50 cents per share has 
been declared on the Common Stock of said 
Company, payable December 10, 1955, to stock- 
holders of record at 3:30 P.M. on November 





28, 1955 
C. H. McHENRY, Secretary 
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Answers to Inquiries 





(Continued from page 273) 


were 23% higher and earnings 
were 30% higher than the totals 
of its predecessor companies in 
the same period last year. 

The company declared a cash 
dividend of 50¢ per share and an 
extra of 35¢ per share, payable 
December 9, 1955 to stockhold- 
ers of record November 25th. 
This makes total disbursements 
for 1955 of $2.27 per share. 

The company also announced 
recently plans for a major expan- 
sion of its roller bearing opera- 
tions. 

Net sales of Federal-Mogul- 
Bower Bearings for the first nine 
months of 1955 were $64,067,424, 
as compared with $52,064,754 for 
the predecessor companies in the 
same period last year. 

Net earnings for the first nine 
months of 1955 were $5,810,951, 
or $2.73 per share on 2,132,096 
shares outstanding, as compared 
with $4,412,131 or $2.07 per 
share in 1954, adjusted for the 
same number of shares. 

All of the 1955 figures have 
been adjusted to eliminate sales 
and profits between the Federal- 
Mogul Corp. and the Bower Roll- 
er Bearing Co. which merged on 
July 29th, 1955. Figures shown 
for 1954 are simple additions of 
the sales and profits of Federal- 
Mogul Corp. and the Bower Roll- 
er Bearing Co. 

Sales of Federal-Mogul-Bower 
Bearings for the third quarter of 
this year were $18,428,715 as 
compared with combined sales of 
the two predecessor companies in 
the same period of 1954 of $16,- 
373,161. Net earnings were 
$1,950,337 or 91¢ per share on 
$2,132,096 shares outstanding, as 
against $1,424,192 or 67¢ per 
share on the same number of 
shares in the same period of 1954. 

Roller bearing operations of 
the Bower Bearing Roller Divi- 
sion will be expanded to meet 
the growing demand for these 
products. Prospects over coming 
months continue favorable. 


Northrop Aircraft 
“Please report recent earnings of 
Northrop Aircraft and what is the out- 
look for the company for current fiscal 
year?” A. J., Cleveland, Ohio 
Sales and earnings of North- 
rop Aircraft, for the fiscal year 
ended July 31, 1955, were the 





highest of any year in the hisj, 
of the company. For the tw 
months ended July 31, 1955, 4 
solidated sales and other ine 
totaled $283,462,522 as compay(onti 
with $171,666,343 for the preg 
ing fiscal year. jer to 
Consolidated net income jmetal 
the 1955 fiscal year, after Fedgbarri 
taxes, amounted to $11,738,7:s tita 
equal to $7.89 per share on # low: 
1,488,628 shares of common st@rease 0 
outstanding. For the fiscal y@e gon’ 
ended July 31, 1954, net incom ye@ 
was $3,829,387, or $2.62 gage tl 
share, after adjustment for gd in 
2-for-1 stock split in Novembfs pe 
1954. nge. 
The sharp increase in sales a aced 
profits were attributed to thm ° 
major causes. Production effogtt las 
on fixed-price contracts durifs 2 F 
the 1953-54 year were not #8 P'! 
flected in sales and earnings u ‘ 
the final quarter of that ye noth 
During the past year, howev st lik 
deliveries of completed aircrgtitan 
were made continuously and piuctl 
substantial volume. Secondly, #rket 
creased efficiency earned the coptts - 
pany incentive profits as well frs In 
the regular contract profit of ' 
Lower federal income tax raip for 
in fiscal 1955 contributed furthmes | 
to the improvement. e all 
The major portion of Nort such 
rop’s sales and earnings in ¢P- 1 
1955 fiscal year was accountg@on: 
for by the manufacture and @lum 
livery of Scorpion-F-89 intercepmin 
tors. Other activities which cathe 
tributed to the year’s results weirtem 
the development of guided mi ne 
siles, production of target planqhou: 
optical, mechanical and electronfie, a 
components and design work lust 
advanced aircraft. r n 
Northrop’s consolidated sal he! 
backlog at July 31st last wat 
approximately $281 million, cog’ 
sisting principally of Scorpid! ¥ 
F-89’s, guided missiles, and taper 
get drones. The company’s bac}9" 
log at July 31, 1954, amounted ft § 
$512 million. e€ 
Northrop is considering iss#*™ 
ing convertible subordinated dé ofc 
bentures in the amount of $if%§ 
million. Proceeds from the sal!" 
of proposed debentures would f°! 
used to augment working capit# ° 
and to strengthen the company 
competitive position and capabilfst 
ties in both research and man#p™ 
facture. ive 
The outlook for the currerp 
fiscal year continues favorable. . 
Current quarterly dividend ihe. 
40¢ per share. —EN 
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ae Sources of Profit 
New and Rare Metals 





yt lower emai costs and 
ase ~— Several price cuts 


d in 1954 to sompenk why of 

i per pound for titanium 

mge. This lower price, an- 
ales agiced =by Titanium Metals 
of America, went into 


duction of titanium ae. 
y, feet surveys of the require- 


nies now operating in the field 
re already intensified the study 


diremely partial disscusion of 
¢new and rare metals, which 
plan¢hough known to man for some 
*tronple, are now becoming important 


weight, 
resistance, 


in electronics and. the 

meral electrical field. 
Obviously, these are all metals 
fat are just on the threshold of 
era of usefulness. Many of 
issf’™ appear destined to have a 
qd qdgofound impact on our economy 
id go far in raising the standard 


ipit: 
any the ateaion. and in many 
;pstances, the processing of un- 
bmmon metals. It is of value to 
vestors desiring to participate 
n the growth of companies in 
hese fields and is suggested that 
‘hey retain the table for future 
ference. —END. 


OVEMBER 26, 1955 























This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities 
The offer is made only by the Prospectus 


$100,000,000 


Radio Corporation of America 


342% Convertible Subordinated Debentures 
due December 1, 1980 
Convertible into Common Stock at $50 per share 


The Debentures are being offered by the Corporation to holders of its 
Common Stock for subscription, subject to the terms and conditions set 
forth in the Prospectus. The subscription offer will expire at 3:30 P.M., 
E.S.T., on December 5, 1955. The several Underwriters may offer Deben- 
tures pursuant to the terms and conditions set forth in the Prospectus 


Subscription Price 102%% 


Copies of the Prospectus may be obtained in any State only from such of the several Under 
writers, including the undersigned, as may lawfully offer these securities in such State 


LEHMAN BROTHERS LAZARD FRERES €# CO. 


November 18, 1955 














RICHFIELD 
Atvidend notice 


The Board of Directors, at a meeting held November 15, 1955, 
declared a regular quarterly dividend of seventy-five cents per 
share for the fourth quarter of the calendar year 1955 and a 
special dividend of fifty cents per share on stock of this Corpora- 
tion, both payable December 15, 1955, to stockholders of record 
at the close of business November 25, 1955. 


Cleve B. Bonner, Secretary 


RICHFIELD 


Otl Corporation 








Executive Offices: 555 South Flower Street, Los Angeles 17, California 




















AREA RESOURCES BOOK 
explains why area we serve offers 
tremendous opportunity to industry. 


Write for free copy 


P. O. Box 899, Dept. R, Salt Lake City 10, Utah 


UTAH POWER 


ax 
DIVIDEND NOTICE 


The Board of Directors of the 
Fairchild Engine and Airplane 
Corporation declared a cash 
dividend of 30 cents ($.30) 
and a five per cent (5%) stock 
dividend per common share, 
payable on December 12, 1955, 
to stockholders of record, No- 
vember 28, 1955. 

Richard S. Boutelle 
President 








November 2, 1955. 


FAIRCHILD 


ENGINE AND AIRPLANE CORPORATION + HAGERSTOWN. MARYLAND 








DE SOTO | 
CHRYSLER 
IMPERIAL 


PLYMOUTH 
DODGE 


DODGE 
TRUCKS 








WOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 





DIVIDEND ON 
COMMON STOCK 


Directors of Chrysler Corporation at 
their meeting in Detroit today de- 
clared an extra dividend of $1.00 
per share in addition to declaring 
the dividend of $.75 per share that 
hes been paid each quarter for the 
last five quarters. The total of $1.75 
is payable December 13, 1955 to 
shareholders of record November 
15, 1955. 

NICHOLAS KELLEY, Jr., 
Secretary 








| Mevember 4, 1955. 








TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
éend of 50 cents per share on the 10,020,000 
shares of the Company’s capital stock out- 
standing and entitled to receive dividends, 
payable December 15, 1955, to stockholders 
of record at the close of business November 


E. F. VANDERSTUCKEN, JR., 
Secreiary. 
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Two Leading 
Dairy Companies 





(Continued from page 263) 


with milk distribution in Ama- 
rillo, Texas, and in the current 
year, initiating distribution of 
milk and ice cream in Denver, 
Colo. and nearby communities. 

Like its contemporary, Na- 
tional Dairy places great stress 
on the value of research which it 
is intensifying to find new prod- 
ucts, improve existing ones and 
create new ideas, backed by de- 
termination and skill, to meet the 
constant shifts in eating and 
shopping habits. To these ends 
National Dairy is spending at the 
rate of nearly $4 million a year 
on laboratory and development 
work. Its laboratories are con- 
stantly experimenting with new 
flavors in ice cream and milk 
drinks; new uses for vegetable 
oils; new ideas in the production 
of mayonnaise and margarine, 
and new methods of processing 
different styles and types of 
cheeses. Out of these efforts have 
come many new products to fur- 
ther diversify its long line of 
food products, too numerous to 
enumerate, marketed in this 
country, and many free countries 
of the world, under such popular 
brand names as “Kraft”, “Seal- 
test”, “Breakstone’s” , “Breyer’s ¥ 
and “Deerfoot Farms”, the latter 
one of the foremost brands in the 
field of speciality meats. Among 
new products more recently de- 
veloped and introduced to con- 
sumers are a new Italian dressing 
which quickly moved up toward 
the best-seller list; a new minia- 
ture marshmallow, which united 
with “Kraft” dairy-fresh cara- 
mels to expand National’s con- 
fection line; and natural “Cracker 
Barrel” cheese, introduced late 
last year, quickly captured con- 
sumer fancy. Other new products 
are in the works. 


Expanding Markets 


Both Borden and National 
Dairy look forward to expanding 
markets as a result of population 
growth which is being outpaced 
by the rise in the national stand- 
ard of living. In the 10 years 
since the end of World War II, 
both the population and its per 





capita buying of food has g 
up 15%, but in the meantime, 
per capita consumption of p 
essed foods has gone up 459%) . 
Last year, the nation’s food sinj 
amounted to about $64 billionfpscrib 
is estimated that by 1960, Bare 
than five years hence, the pot misit 
tial market for food prod’. 
should total $83 billion, an P*.!™ 
crease that can be recorgeat 
through both population groy 
and a rise in per capita expe A 
tures as millions of people m 
into higher income ranges and 
a result of continuing educat ind 
in health and diet. In preparat 1 
for this era of continued growp? ? 
National has already map grou 
plans for further modernizatifss/ul 
and expansion of facilities in, mq 
years just ahead. It estimates t i; 
its capital expenditures for th!” ” 
purposes from 1956 through 139 hemic 
may approximate $200 milligugs, 
$42 million of which is expectirnin 
to be spent in the coming yea 













arte} 
5¢ Yo 
rease 

National Dairy, like Borda] ti 
has financed its 10-year moderpppQ 
zation and expansion progra 
largely through retained ea 
ings and other internally ge 
erated funds, while increasing | 
long-term debt from $49.5 m 
lion in 1945 to a peak of $10M@boue 
million in 1951, which has sittegd, 
been reduced to $98.6 million 
the end of 1954. Over the sa Id | 
10-year period, its net propertf“— 
plant, and equipment account hqte 5 
increased by approximately $196 | 
million, or from about $81.6 Mibar g 
lion at 1945 year-end to almoj ‘ ¢ 
$191.5 million as of December 8 
1954. 

From total dividends of dior 
cents a share on the capital sto we 
in 1945, cash distributions hav 
increased to where they amount 9 
ed to $1.55 a share in 1954, i 
addition to which stockholder 
received a 100% stock dividen( 
doubling their holdings on whic 
cash dividends were maintaine q 
at 40 cents quarterly throughou 
1955. These payments marke 
thirty-two years of uninterrupte 
cash distributions on its capita 
stock. 

There also has been a stead} 12 
strengthening of finances, née 
working capital expanding fromCor 
$89.9 million at the end of 194fonc 
to close to $167 million at thq 


close of 1954, with net worth’ 


(Please turn to page 286) _ |lec 


Stable Dividend Payers 
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has 
ntime, 
1 of p 
p 45% a). 

s food[/ sing part of the cash reserves we advised all 
billion{iscribers to hold prior to the market reaction . . . 
1960, § are now recommending purchase of 2 highly 
‘oa mising issues, By acting now, you, too, can 
n, an pre.in the income and profits from these invest- 
recorgat bargains. 


1 groy 

expel A DYNAMIC GROWTH STOCK 
8 and 10% Under its 1955 High 
-ducat 


parat industrial giant of the future in a pow “- 
growpase of expansion today. A leader in research, 
map growing through profitable new products, suc- 
“nizatifiysful acquisitions and plant additions. Outstand- 
tenet managerial ability has given it a diversified 
or th@ke in such prospering fields as basic and miracle 
igh jgpemicals, petrochemicals, staple and wonder 
milligugs, rocket engines, aluminum, paper, jet planes. 
oe wnings are rising strongly with the first three 
8 Yharters of 1955 showing a 20% increase, so the 
5% yield is widely covered and could be in- 
yeased. Finances are sound with current assets 
Borda] times current liabilities. AN EXCEPTIONAL 
ocer#PPORTUNITY FOR CAPITAL BUILDING. 
le 
y P AN INVESTMENT BARGAIN 
2 Yielding 5.6% 


$10 fbove-average dividends are broadly covered by 
S Simteadily rising 1953-54-55 earnings (up 23% in 
~— e first 9 months of 1955). A top company in its 
ypertf?/d—manageme nt is capable and experienc ed—and 
nt hgte balance sheet is impressive with current assets 
y $1.6 times current liabilities. A true investment 
x Mifargain, this issue is selling 21 points below its 
ot 946 high—despite the fact that 1955 dividends 

we $1.40 more and earnings are running 20% 

mpbove those of 1946. A retarding outside influence 


prs 





Two New Opportunities To Buy Now 


priced in relation to its quality, 5.6% return and 
sound enhancement prospects for the year ahead. 


Further Opportunities To Emerge 


In our coming Forecast bulletins we will give the 
buying signal when promising stocks are truly 
undervalued in light of bright 1956 prospects. 

And . . . over the months ahead as further excep- 
tional opportunities emerge at bargain prices— 
we will round out our invested position in our 
3 supervised investment programs, including 


e High-grade securities stressing safety, a» 
sured income - sound enhancement 


e Dynamic Stocks for Substantial Profite 
with Higher Dividend Potentials 


e Strong Low-Price Situations for Large 
Percentage, Longer-Term Gains 


Each week, too, you will receive our Bulletin, keep- 
ing you a step ahead of the public, on the outlook 
for the securities market—the action of the 46 
major stock groups . . . prospects for business— 
latest Washington news . . . as well as current trend 
signals given by the Dow Theory—and by our 
famous Supply-Demand Barometer. 


ENROLL NOW-—GET OUR LATEST ADVICES 


—our counsel on your present holdings. 


Send your subscription today, so you will receive 
our prompt buying advices on our 2 new special] 
situations. 


With your order, enclose a list of your present 
security holdings (12 at a time). Our staff will 
analyze them promptly and counsel you which to 
retain—which to sell to release funds to buy our 





























stods wearing off and this fine stock is materially under- new and coming recommendations. 
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D4, j Pon * SPECIAL OFFER—Includes one month extra FREE SERVICE on . 

older 

idend Joday. THE INVESTMENT AND BUSINESS FORECAST 

whic of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 

aine Special Offer I enclose [J $75 for 6 months’ subscription: (] $125 for a year’s subscription 

chou (Service to start at once but date as officially beginning 

arke one month from the day you receive my payment.) 

“oe MONTHS’ SPECIAL MAIL SERVICE ON BULLETINS 

upt SERVICE $75 Aw Mail: 1) $1.00 six months: [J $2.00 0) Telegraph me collect in anticipation of 

ipita = year te J. oe and Canada. . important — wuraten points... Whes 
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ort your check is received. Sub- Your subscription shall not be assigned at List up to p 12 32 of pos securities fer our 
scriptions to The Forecast are any time wit your consent. imetia! analy and advisory report. 

) deductible for tax purposes. 
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M INTERNATIONAL BUSINESS 
MACHINES CORPORATION 


590 Madison Ave., New York 22 


The 163rd Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a Quarterly Cash sakes nd of 
$1.00 per share, payable December 10, 1955, to 
stockholders of es cord at the close of shies ss on 
November 1 . Transfer books will not be 
‘losed. Checks rant ared on IBM Accounting 

Mi achines oa be mailec 
. L. WILLIAMS, Executive Vice Pres. & 


Treasurer October 25, 1955 





INTERNATIONAL BUSINESS 
MACHINES CORPORATION 


590 Madison Ave., New York 22 


“ 


lhe Board of Directors of this Corporation has 
this day declared a stock dividend at the rate of 
two and one-half shares for each 100 shares held, 
to be issued January 27. 1956, or as soon there- 
after as practicable, to stoc kholde rs of record at 
= close of business on January 4, 1956. Trans- 
fer —— fa not be closed. 

WILLIAMS, Executive Vice Pres. & 


enim October 25, 1955 








ALLEGHENY LUDLUM STEEL CORPORATION 
Pittsburgh, Penna. 


At a meeting of the Board of Directors of 
Allegheny Ludlum Steel Corporation held today, 
November 17, 1955, a dividend of seventy-tive 
cents (75¢) rt share was declared on the Com 
mon Stock Fis Corporation, payable December 
20, 1955, to Common stockholders of record at 

the close of business on December 
10, 1955. 
The Board also declared a 
dividend of one dollar nine and 
AML three-eighths cents ($1.09375) 
sr share on the $4.375 Cumu- 
ative Preferred Stock of the Cor- 
poration, payable December 15, 
1955, to Preferred stockholders of record at the 
close of business on December 1, 1955. 
S. A. McCaskey, Jr. 
Secretary 




















Atlas Corporation 


33 Pine Street, New York 5, N.Y. 





Dividend No. 56 
on Common Stock 


A regular quarterly dividend of 60¢ 
per share has been declared, payable 
December i955 to holders of rec- 
ord at the close of business on No- 
vember 28, 1955 on the Common 
Stock of Atlas Corporation. 
This declaration represents an in- 
crease of 10¢ per share over the 50¢ 
per share paid in previous quarters. 
Wacter A. Prererson, Treasurer 
November 9, 1955 























LOEW'S INCORPORATED 


November 16, 1955 


% >) The Board of Directors has declared 
a quarterly dividend of 25c¢ per 
share on the outstanding Common 


>< Stock of oe Company, payable on 
December 23, 1955, t: 
at the close of busines 
Checks will be mailed 
CHARLES C. MOSKOWITZ 


Vice Pres. & Treasures 


stockholuers of record 
mn December 6. 1955. 














Corporation 
DIVIDEND 


The Board of Directors declared a dividend 
of 75c per share on the Common Stock, and, 
in addition thereto, a year-end dividend of 
$1.25 on the Common Stock, both payable 
December 9, 1955, to holders of record 
November 28, 1955. 


ROGER HACKNEY 


oo 


eaxooucr 


, Treasurer 
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Two Leading 
Dairy Companies 





(Continued from page 284) 


more than doubling, increasing 
from $112.8 million to $268.4 
million. This latter figure rep- 
resents an increase $19.4 million 
over net worth of $248.8 million 
at the end of the previous year, 
these figures including National 
Dairy’s domestic and Canadian 
subsidiary companies. 


Sustained Dividend Periods 


With the payment of 1955 final 
quarter dividend, Borden will 
have rounded out 57 years of an 
unbroken dividend record. Last 
year, for the first time since 1931, 
the company paid a stock divi- 
dend of 10% in recognition of 
the stockholders’ equity in re- 
tained earnings that had been put 
back into the business. The regu- 
lar quarterly dividends of 60 cents 
a share were, as in several previ- 
ous years, supplemented by a 
year-end extra of 40 cents, bring- 
ing total cash distributions to 
$2.80 a share. Borden will prob- 
ably do no less than duplicate this 
year-end extra for 1955, thus 
maintaining a conserv: ative pol- 
icy while’ building financial 
strength and holding to a simple 
capital structure. In the eight 
years since the end of 1946, work- 
ing capital has increased from 
$84.5 million to $119.4 million at 
the end of 1954. At the same time 
net property and equipment ac- 
count expanded from $75.3 mil- 
lion to $122.6 milion, and net 
worth grew from $132 million to 
$194 million. 


Borden’s capital stock ranks as 
a good-quality investment issue. 
At its current price of 63, its 
vield, based on annual dividend 
of $2.80, is equal to 4.4%, a sat- 
isfactory return on an issue pene 
for its earnings and dividend 
stability. 


National Dairy also ranks as 
an investment grade issue. Cur- 
rently selling at 41, and paying 
dividends at an annual rate of 


$1.60, the vield on the stock 
amounts to 3.9%. Both issues fit 
into conservative investment 


portfolios and can also be held for 
gradual appreciation over the 
long-term. —END 





BOOK REVIEWS. 


A Ghost at Noon 
By ALBERTO MORAVIA 


Author of “A Woman of Rome,”’ 
“Conjugal Love,”’ efc. 


A subtle and powerful story of pag 
sion and doubt, of love and disillusion 
ment, in which four highly individug 
characters are opposed in physical an 
mental conflict: Emilia and Riccardd 
a young married couple; Battista, 
motion picture producer; Rheingold, 
German film director. 

At the beginning of the story, Ric 
cardo and Emilia have been married fo 
two years during which their relatioy 
has been ideal, fresh in its love an 
uncomplicated. Riccardo, who tells th 
story, is a poor but intelligent youn 
man with talent and ambition for writ 
ing plays. But when he meets Battista 
he is tempted by the producer’s worldly 
character and success. He sees an op 
portunity to gain for his wife the luxur 
ies he fancies she craves, and whey 
Battista offers him a job as scrip 
writer, he accepts. 

The torment and doubt in Riccardo’ 
mind develop as the four go to Capri 
ostensibly to work on the script, and 
slowly Riccardo discovers the answen 
to his puzzlement. The mystery is deli 
cately and absorbingly revealed. Thd 
climax is unexpected and strange. Thq 





scene in the Red Grotto is original an¢ | 


memorable. 
This fable of our time, with its sexual 
undertones and its echoes of Homeric 
days in both plot and magnificent at- 
mospherie background, is fascinating 
reading and another literary triumph 
for the great Italian writer. 
Farrar, Straus and Young $3.50 


The Great Fair 
Scenes From My Childhood 
By SHOLOM ALEICHEM 


When Sholom Aleichem, the most 
famous Yiddish writer, came to write 
the autobiography of his early years, 
he chose to tell of himself as a growing 
bov, in a series of interconnected tales 
filled with the humor and pathos fo: 
which he was noted. He, himself, gave 
the best possible introduction to this 
book about the teeming small-town 
Jewish world of little Russia, when he 
wrote, “I, Sholom Aleichem the writer, 
shall relate to you the true life-history 
of Sholom Aleichem the man, as un- 
ceremoniously as I can, as an impartial 
observer might tell it, an absolute 
stranger, but still as one who had been 
with the hero continuously and had 
passed with him through all the seven 
circles of hell. And I shall tell it to you, 
little by little, dividing it into separate 
stories or episodes. And may He, who 
grants man the gift of Memory, grant 
me this gift, that I may not omit a 
single occurrence of interest that I 
have experienced nor one person whom 
I have met at the great fair where I 
have passed . my life.” Sholom 
Aleichem’s granddaughter, Tamara Ka- 
hana, who has made this first English 
translation of The Great Fair, has de- 
voted herself to the task of conveying 
to the American reader the individual 
quality of the Yiddish original. 
Noonday $3.75 
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..-because they went to their doctors in time 


Many thousands of Americans are being cured of 
cancer every year. More and more people are 
going to their doctors in time. That is encouraging! 
But the tragic fact, our doctors tell us, is that every 
third cancer death is a needless death... twice as 
many could be saved. 

A great many cancers can be cured, but only if 


properly treated before they have begun to spread 
or “colonize” in other parts of the body. 


YOUR BEST CANCER INSURANCE is (1) to 
see your doctor every year for a thorough checkup, 
no matter how well you may feel (2) to see your 
doctor immediately at the first sign of any one of 
the 7 danger signals that may mean cancer. 


For a list of those life-saving warning signals and 
other facts of life about cancer, call the American 
Cancer Society office nearest you or simply write 
to “Cancer” in care of your local Post Office. 


American Cancer Society 
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(Continued from page 267) 


priced at a little less than 10 times 
earnings, at less than half the 
per-share value of oil-gas re- 
serves, and yields 4.3% on a well- 
covered $1.60 dividend rate which 
appears subject to periodic long- 
pull increases. It is a sound value. 


Odd-Lotters 

What the “little people” are 
doing in the stock market can be 
readily seen, in an over-all per- 
spective, in the published figures 
of odd-lot sales and purchases. To 
say that the “little people” are 
generally wrong on the market 
trend would be over-simplifica- 
tion. They can be right, on the 
whole, for fairly extended periods. 
They are most generally wrong 
around major turning points. 
They get interested only when a 
bull market reaches an exciting, 
active fast-moving stage. After 
a long rise, they are not scared 
by a reaction. They figure that a 
stock recently at 50 and now at 
40 is attractive because it is down 
10 points. Only after a seeming 
reaction turns out to have been 
the start of a bear market, and 
after the bear market has run 
for some time, do they get back 
on the sidelines —to stay there 
until the market has completed 
both the bear cycle and a good 
part of the next cycle. 


Warner-Lambert 

Formerly Warner-Hudnut, this 
aggressive company has a policy 
of expansion mainly by acquisi- 
tions. The Lambert Company 
(best known for “Listerine” prod- 
ucts) was merged into it last 
March. Recently it bought work- 
ing control of Emerson Drug, 
maker of ‘‘Bromo Seltzer’. Rough- 
ly a fifth of over-all sales are of 
ethical pharmaceuticals, mostly 
specialties; over a third are of 
proprietary drug and_ related 
household remedies; the balance 
deriving from a wide line of cos- 
metics and toiletries. The prede- 
cessor Warner-Hudnut earned 
$3.04 a share in 1954, best show- 
ing in some years. The present 
Warner-Lambert probably will 
earn between $3.50 and $4 a share 
this year. At 3914, yielding slight- 
ly over 5% on a $2 dividend, the 
stock should be subject to moder- 
ate-rate appreciation on a longer- 
range basis. -——-END 


As | See It! 
Molotov — and the 
Shades of Stalin 





(Continued from page 233) 


Middle East between Israeli and 
the Arab states,—terribly weak- 
ened the position of the West at 
the conference. It is easy to 
imagine how this must have dis- 
organized any contemplated gen- 
eral action by Mr. Dulles and 
Prime Minister Eden. This de- 
moralization was shown up point- 
edly when Russia sought recogni- 
tion for Outer Mongolia (not 
even a state) for admission to the 
United Nations, when countries 
like Italy and Spain are still out. 
It looks as though Mr. Molotov, 
by showing up the weakness of 
allied strength was putting on the 
screws in this contemptuous ma- 
neuver which Mr. Eden practi- 
cally swallowed, and choked on,— 
but agreed to accept. 


And now—what are we going 
to do about it? Are we going to 
continue to sit still or are we 
really going to act to protect the 
United States regardless of what 
our allies do on their own ac- 
count? It would be a futile waste 
of time to call upon the United 
Nations, which thus far has 
shown itself incapable of prevent- 
ing war anywhere. It must be 
clear to every thinking individual 
that the Russians are working 
according to plan — and that we 
are ignoring this fact despite the 
evidence of our own eyes, which 
shows that having secured con- 
trol of Asia they are now moving 
toward Europe through the Mid- 
dle East and Africa. We cannot 
wait—we have reached a crucial 
stage in our struggle with Russia. 
That we must make a stand now 
in the Middle East is clearly 
shown when a weak country like 
Egypt can tell us what we can 
and cannot do—and when Mr. 
Nehru, simultaneous with the 
arrival of the communist show- 
men in India, calls upon us to 
make a loan of a billion and a 
half—or else! The big squeeze is 
on. Are we going to let them 
flatten us out and fade away— 
or are we going to meet the chal- 
lenge and fight back? We cannot 
wait any longer—time is running 
out. —END 





BOOK REVIEW 


What Makes an Executive 


Report of a Round Table on Executive 
Potential and Performance 





American industry’s unprecedent 
expansion in recent years has left {| 
business world with a serious shorta 
of top-flight executives. While oth 
business problems have long been {j 
subject of intensive research, the ey 
cial problem of selecting and develg 
ing executives has usually been left 
instinct, hunch, or prejudice. Even sy 
posedly “scientific” executive trainiy 
programs have rarely been examing 
to learn how effective they really ay 

This volume represents a unique ¢ 
operative effort in the study of exer 
tive development. It reports a series 
discussions on the selection and trai 
ing of executives held by a group whi 
included distinguished leaders with ¢ 
perience in business, government, sq 
ence, psychiatry, and the church. Spo 
sored by the Columbia Universi 
Graduate School of Business, the Rou 
Table on Executive Potential and P 
formance was financed by a grant fr 
the McKinsey Foundation. 

Columbia $3. 













The Wine of Youth 
By ROBERT WILDER 


This is a broad and sweeping nov 
of modern Texas; as violent in pa 


upon the shining plain. 
On a windy day in 1901 “Spindleto 
roared in with a black and waveri 


the melancholy cowpokes, the driftin 
herds of cattle, the legends of t 
Pecos; their places were taken by 
new breed of men who gambled rec 
lessly for power and the wealth tha 
lay above and below the land. Murde 
was done swiftly and strange alliancd 
made. 

And the time came when Kevi 
Costello stood, a colossus astride th 
oil wells, the great cattle lands, an 
the broad farms of twentieth-centur 
Texas, a smiling giant heading th 
fabulous Costello empire. 

Kevin had grown up full of hi 
father’s Irish vitality and humor—im 
bued with the Texan faith that any 
thing is possible. He had watched th 
town of his birth expand and blossoi 
into a thriving city, seen his father an 
Luis Carvajal take it over and becom 
great with its growth. And he saw hi 
father and Luis destroyed by the powe 
of Carlyle Fitzgerald, who ruled a vas 
portion of Texas from his multi-million 
acre ranch. So Kevin, wanting reveng¢ 
set out in the onlv way he knew, in th 
tradition of Francis Costello’s rise 
power, to destroy his enemy. Along thf 
way, he won great riches and the lové 
of many women—Moana, his beautifu 
wife; Vivian, who had learned to be § 
lady and married Luis; and Shannon 
who was Irish too, and perhaps under 
stood him best of all. 
Putnam 





$3.95 
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Added Safety - Income - Profit For 
Investors With $20,000 Or More 








For this new era of industrial science—of dynamic investment opportunity—we offer you the 
most complete, personal investment supervisory service available today. 


Investment Management Service is designed to help you to own shares of companies that will 
PACE THE NATION’S GROWTH .. . leaders in electronics, aerodynamics, “push-button” pro- 
duction , .. prime beneficiaries of the dual war-peacetime future of the atom. With our counsel 
you can share in huge profits to flow from our coming network of “throughways,” the St. 
Lawrence Seaway and other vast projects . . . from the host of new products, metals, chemicals, 
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techniques . . . ALL WITH DEEP INVESTMENT SIGNIFICANCE, 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a detailed 
report—analyzing your entire list—taking into con- 
sideration income, safety, diversification, enhance- 
ment probabilities—today’s factors and tomorrow’s 


otlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in your 
account .. . advising retention of those most attrac- 
tive for income and growth ... preventing sale of 
those now thoroughly liquidated and likely to im- 
prove. We will point out unfavorable or overpriced 
securities and make substitute recommendations in 
companies with unusually promising 1956 prospects 
and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under the 
constant observation of a trained, experienced Ac- 
count Executive. Working closely with the Directing 
Board, he takes the initiative in advising you con- 
tinuously as to the position of your holdings, It is 
never necessary for you to consult us. 

When changes are recommended, precise instruc- 
tions as to why to sell or buy are given, together 


with counsel as to the prices at which to act. Alert 
counsel by first class mail or air mail and by tele- 
graph relieves you of any doubt concerning your 
investments. 


Complete Consultation Privileges: 


You can consult us on any special investment 
problem you may face. Our contacts and original 
research sometimes offer you aid not obtainable else- 
where—to help you to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of each 
transaction and help you to minimize your tax lia- 
bility under the new tax provisions. (Our annual fee 
is allowed as a deduction from your income for 
Federal Income Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete record 
of each transaction as you follow our advice. At the 
end of your annual enrollment you receive our audit 
of the progress of your account showing just how 
it has grown in value and the amount of income it 
has produced for you. 


Investment Management Service has prospered by earning the steady renewals of its clients 
(many have been with us 5, 10, 15 and 20 years)—through actual results that have proved 
our counsel to be worth many times our fee. You owe it to yourself to investigate our Service. 


Full information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a iist of your holdings for evaluation—we shall 
be glad to quote an exact annual fee . . . and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT 


MANAGEMENT SERVICE 


A division of THE Macazine or WALL Street. A background of nearly forty-eight years of service. 


NEW YORK 4, N. Y. 


90 BROAD STREET 











Looking for gifts that say 


“Merry Christmas” 
over and over again? 


Sifts of steel ane your best: buy. bores why... 


When you give gifts of steel you can 
be sure they will last longer. That’s 
because steel is one of the most dur- 
able metals there is. 

Gifts of steel won’t break or shatter. 
They keep their original shape and 
beauty better. And because they are 
lasting gifts, they will be remembered 
as Christmas gifts years later. 

As a leading supplier of basic steels 


NATIONAL STEEL 


GRANT BUILDING 


necessary to manufacture these prod- 
ucts, we help make possible a wide 
variety of beautiful, long-lasting gifts 
such as you see above. 

At National Steel it is our constant 
goal to produce better and better steels 
—America’s great bargain metal—of 
the quality and in the quantity wanted 

. when it is wanted . . . at the 
lowest possible cost to our customers. 
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NATIONAL 
STEEL 


SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURE 


Great Lakes Steel Corporation « Weirton 
Steel Company « Stran-Steel Corporation « 
Hanna Iron Ore Company « National Steel 
Products Company « The Hanna Furnace 
Corporation « National Mines Corporation 


CORPORATION 


PITTSBURGH, PA. 





